
 

 

 OFFICIAL STATEMENT DATED MAY 10, 2005  

NEW ISSUES:  BOOK-ENTRY ONLY                                      RATINGS:  Moody’s:     “Aaa” 
          S&P:    “AAA” 
                                                  See “RATINGS” herein 

In the opinion of McCall, Parkhurst & Horton L.L.P., and Escamilla & Poneck, Inc., (“Co-Bond Counsel”), under existing statutes, regulations, published rulings, and 
court decisions, interest on the Series 2005A Bonds (defined below) will be excludable from gross income for federal income tax purposes, except as explained under 
“TAX MATTERS — SERIES 2005A BONDS” herein, and, will be an item of tax preference for purposes of determining the alternative minimum tax imposed on 
individuals and corporations.  In the opinion of Co-Bond Counsel, interest on the Taxable Series 2005B Bonds (defined below) is includable in gross income for federal 
income tax purposes under existing statutes, regulations, published rulings and court decisions.  See “TAX MATTERS — TAXABLE SERIES 2005B BONDS” herein. 

CITY OF SAN ANTONIO, TEXAS CONVENTION CENTER HOTEL FINANCE CORPORATION 
(a Texas nonprofit local government corporation acting on behalf of the City of San Antonio, Texas) 

 
$129,930,000 

CONTRACT REVENUE EMPOWERMENT ZONE BONDS,  
SERIES 2005A (AMT BONDS) 

     $78,215,000 
     CONTRACT REVENUE BONDS, 

     TAXABLE SERIES 2005B 
Dated:  May 15, 2005; Interest Accrues from Closing Date           Due:  As shown on inside cover 

The City of San Antonio, Texas Convention Center Hotel Finance Corporation (the “Issuer”), a Texas nonprofit local government corporation acting on 
behalf of the City of San Antonio, Texas (the “City”), is issuing its $129,930,000 Contract Revenue Empowerment Zone Bonds, Series 2005A (AMT Bonds) 
(the “Series 2005A Bonds”) and its $78,215,000 Contract Revenue Bonds, Taxable Series 2005B (the “Taxable Series 2005B Bonds”) (collectively, the Series 
2005A Bonds and the Taxable Series 2005B Bonds are referred to herein as the “Series 2005 Bonds”).  The Series 2005 Bonds are being issued pursuant to the 
provisions of Texas law described herein.  Additionally, the Series 2005A Bonds will be issued as “Empowerment Zone Bonds” pursuant to federal tax law.  All 
of the Series 2005 Bonds will be issued pursuant to an Indenture of Trust (the “Indenture”) between the Issuer and Wells Fargo Bank, N.A., Austin, Texas, as 
trustee (the “Trustee”). 

The proceeds of the Series 2005 Bonds will be loaned by the Issuer to Hotel Investments, L.P., a Delaware limited partnership (the “Developer”), pursuant 
to a “Loan Agreement,” to be used by the Developer to (a) finance a portion of the costs required to design, develop, construct, equip, furnish and open a full-
service 1,000 room hotel together with up to 1,000 parking spaces in an underground parking garage, subject to the terms of certain project documents described 
herein (the “Hotel Project”); (b) fund approximately 38 months of capitalized interest (which is intended to cover the period commencing with the date of 
issuance of the Series 2005 Bonds through six months following completion of construction of the Hotel Project); (c) fund a debt service reserve fund for the 
Series 2005 Bonds in part with the purchase of a reserve fund credit facility and in part with proceeds; and (d) pay certain costs of issuing the Series 2005 
Bonds.  In addition to the loaned Series 2005 Bond proceeds, the Hotel Project will be financed in part with Initial Preferred Equity (described herein) in the 
amount of $77,331,200. 

The Hotel Project will be developed by the Developer pursuant to a “Project Agreement” between the City and the Developer; a “Design/Build 
Agreement” between the Developer and FaulknerUSA, L.P., a Texas limited partnership (the “Design/Builder”), and a “Guaranty” between the City and 
FaulknerUSA, Inc., a Delaware corporation (the “Guarantor”).  The Hotel Project will be prepared for opening by Hyatt Corporation  (the “Operator”) pursuant 
to a “Product and Design Assistance and Pre-Opening Services Agreement” between the Operator and the Design/Builder, and, after opening, managed and 
operated by the Operator pursuant to a “Hotel Management Agreement” between the Developer and the Operator and a “Room Blocking Agreement” between 
the City and the Developer.  

The Series 2005 Bonds will be registered and offered in denominations of $5,000 and integral multiples thereof.  Interest on the Series 2005 Bonds will be 
payable semiannually on each January 15 and July 15, commencing July 15, 2005.  The Series 2005 Bonds are subject to optional, mandatory sinking fund, and 
extraordinary mandatory redemption as described herein, are limited obligations of the Issuer, and are equally and ratably secured by the assets in the Trust 
Estate (defined herein) pledged under the Indenture.  

The Series 2005 Bonds initially will be registered in the name of Cede & Co., as registered owner and nominee for The Depository Trust Company, New 
York, New York (“DTC”), which will act as securities depository for the Series 2005 Bonds.  The Series 2005 Bonds will be issued in book-entry only form, 
and holders of the Series 2005 Bonds will not receive physical delivery of bonds except as described herein.  During any period in which ownership of any of 
the Series 2005 Bonds is determined only by a book entry at DTC, the Trustee will make payments on such Series 2005 Bonds to DTC or DTC’s nominee in 
accordance with arrangements between the Trustee and DTC. 

Payment of principal of and interest on the Series 2005 Bonds will be insured in accordance with the terms of a financial guaranty insurance policy to be 
issued simultaneously with the delivery of the Series 2005 Bonds by Ambac Assurance Corporation (the “Bond Insurer”).  See “FINANCIAL GUARANTY 
INSURANCE POLICY AND RESERVE FUND CREDIT FACILITY” herein. 

 
See the inside cover page for the maturity schedules, interest rates, initial yields, and CUSIP numbers. 
THIS COVER PAGE CONTAINS CERTAIN INFORMATION FOR GENERAL REFERENCE ONLY.  IT IS NOT INTENDED AS A 

SUMMARY OF THE TERMS OF AND SECURITY FOR THE SERIES 2005 BONDS.  SEE “SECURITY AND SOURCES OF PAYMENT FOR 
THE SERIES 2005 BONDS” AND “RISK FACTORS” HEREIN FOR A DISCUSSION OF CERTAIN RISK FACTORS THAT SHOULD BE 
CONSIDERED IN CONNECTION WITH AN INVESTMENT IN THE SERIES 2005 BONDS. 

THE SERIES 2005 BONDS WILL NOT CONSTITUTE AN INDEBTEDNESS OR GENERAL OBLIGATION OF THE ISSUER, THE CITY, 
BEXAR COUNTY, THE STATE OF TEXAS, OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF TEXAS, WITHIN THE 
MEANING OF ANY CONSTITUTIONAL PROVISIONS OR STATUTORY LIMITATION WHATSOEVER, BUT THE SERIES 2005 BONDS 
WILL BE LIMITED SPECIAL OBLIGATIONS OF THE ISSUER PAYABLE FROM THE FUNDS PROVIDED THEREFOR AS PROVIDED IN 
THE INDENTURE.  NEITHER THE FAITH NOR CREDIT OF THE CITY (OTHER THAN CERTAIN CITY TAX REVENUES DESCRIBED 
HEREIN), BEXAR COUNTY, THE STATE OF TEXAS, OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF TEXAS IS PLEDGED 
TO THE PAYMENT OF THE PRINCIPAL OF THE SERIES 2005 BONDS OR THE INTEREST OR ANY PREMIUM THEREON OR OTHER 
COST INCIDENT THERETO.  NEITHER THE MEMBERS OF THE GOVERNING BODY OF THE ISSUER NOR ANY PERSON EXECUTING 
THE SERIES 2005 BONDS WILL BE LIABLE PERSONALLY ON THE SERIES 2005 BONDS BY REASON OF THE ISSUANCE THEREOF.  
THE ISSUER HAS NO TAXING POWER.  

The Series 2005 Bonds are offered for delivery when, as, and if issued, subject to the approving opinion of the Attorney General of the State of Texas and the legal 
opinion of Co-Bond Counsel, as to the validity of the issuance of the Series 2005 Bonds under the Constitution and laws of the State of Texas.  Certain legal matters will be 
passed on for the City by its special counsel, Bracewell & Giuliani LLP, Houston, Texas; for the Underwriters by their counsel, Winstead Sechrest & Minick P.C., San 
Antonio, Texas; for the Bond Insurer by its counsel, DLA Piper Rudnick Gray Cary US LLP, New York, New York; for the Guarantor and the Design/Builder by their 
counsel, Andrews Kurth LLP, Houston, Texas; for the Developer by its counsel, Boyar & Miller, P.C., Houston, Texas; and for the Operator by its counsel, Law Office of 
San San Lee, Los Angeles, California.  The Series 2005 Bonds will be available for delivery through DTC on or about June 8, 2005. 

Citigroup                   UBS Financial Services Inc. 
Piper Jaffray & Co.             SAMCO Capital Markets 

A Division of Penson Financial Services 
Southwestern Capital Markets, Inc. 
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MATURITY SCHEDULE, INTEREST RATES, INITIAL YIELDS, AND CUSIP NUMBERS 

 

$129,930,000 
CITY OF SAN ANTONIO, TEXAS CONVENTION CENTER HOTEL FINANCE CORPORATION 

CONTRACT REVENUE EMPOWERMENT ZONE BONDS, SERIES 2005A (AMT BONDS) 
 
 
 

 
  $62,890,000 Term Bond maturing July 15, 2034, priced at 5.00% to yield 4.87%(1); CUSIP No. 796245AA6(2) 
  $24,520,000 Term Bond maturing July 15, 2036, priced at 4.75% to yield 4.95%; CUSIP No. 796245AB4(2) 
  $42,520,000 Term Bond maturing July 15, 2039, priced at 5.00% to yield 4.94%(1); CUSIP No. 796245AC2(2) 
 
 
 
 
 

 
$78,215,000 

CITY OF SAN ANTONIO, TEXAS CONVENTION CENTER HOTEL FINANCE CORPORATION 
CONTRACT REVENUE BONDS, TAXABLE SERIES 2005B 

 
Maturity Date 

(July 15) 
 

Principal Amount 
 

Interest Rate 
 

Yield 
 

CUSIP No.(2) 
2010  $ 2,150,000 4.50%  4.50%  796245AD0 
2011   2,320,000  4.62%  4.62%  796245AE8 
2012   2,500,000  4.64%  4.64%  796245AF5 
2013   2,690,000  4.80%  4.80%  796245AG3 
2014   2,895,000  4.87%  4.87%  796245AH1 
2015   3,120,000  4.90%  4.90%  796245AJ7 

 
 
 

$19,385,000 Term Bond maturing July 15, 2020, priced at 5.10% to yield 5.10%; CUSIP No. 796245AK4(2) 
$27,230,000 Term Bond maturing July 15, 2025, priced at 5.25% to yield 5.25%; CUSIP No. 796245AL2(2) 
$15,925,000 Term Bond maturing July 15, 2028, priced at 5.31% to yield 5.31%; CUSIP No. 796245AM0(2) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
___________________________________ 
(1) Priced to July 15, 2015 par call. 
(2) CUSIP numbers have been assigned to the Series 2005 Bonds by Standard & Poor’s CUSIP Service Bureau, a division of the McGraw-Hill 

Companies, Inc., and are included solely for the convenience of the owners of the Series 2005 Bonds.  This data is not intended to create a 
database and does not serve in any way as a substitute for the CUSIP Service.  Neither the Issuer, nor the Underwriters, nor the Co-Financial 
Advisors are responsible for the selection or correctness of the CUSIP numbers set forth herein. 
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ARTIST’S RENDERING OF THE HOTEL PROJECT 
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NOTICE TO INVESTORS 

This Official Statement contains, in part, estimates, assumptions, and matters of opinion which are not 
intended as statements of fact, and no representation is made as to the correctness of such estimates, assumptions, or 
matters of opinion, or as to the likelihood that they will be realized.  Any information and expressions of opinion 
herein will not, under any circumstances, create any implication that there has been no change in the affairs of the 
Issuer or other matters described herein since the date hereof.  For the period beginning on the date of the award of 
the sale of the Series 2005 Bonds by the Underwriters and ending on the 25th day after the “end of the underwriting 
period” (as defined in Rule 15c(2)-12(e)(2) of the Securities and Exchange Commission (the “SEC”)), if any event 
will occur of which the Issuer has knowledge and as a result of which it is necessary to amend or supplement this 
Official Statement in order to make the statements therein, in light of the circumstances when this Official Statement 
is delivered to a prospective purchaser, not misleading, the Issuer will promptly notify the Underwriters of the 
occurrence of such event and will cooperate in the preparation of a revised Official Statement, or amendments or 
supplements thereto, so that the statements in this Official Statement, as revised, amended, or supplemented, will 
not, in light of the circumstances when such Official Statement is delivered to a prospective purchaser, be 
misleading.  Except as may be required by law, the Issuer assumes no responsibility for supplementing this Official 
Statement thereafter. 

THE SERIES 2005 BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITIES AND 
EXCHANGE COMMISSION BY REASON OF CERTAIN EXEMPTIONS CONTAINED IN THE 
SECURITIES ACT OF 1933, AS AMENDED.  IN MAKING AN INVESTMENT DECISION INVESTORS 
MUST RELY ON THEIR OWN EXAMINATION OF THE INFORMATION CONTAINED IN THIS 
OFFICIAL STATEMENT REGARDING THE CITY, THE ISSUER, THE BOND INSURER, THE 
DEVELOPER, THE DESIGN/BUILDER, THE OPERATOR, THE SERIES 2005 BONDS, AND THE 
TERMS OF THE OFFERING, INCLUDING THE MERITS AND RISKS INVOLVED.  THESE 
SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE SECURITIES 
COMMISSION OR REGULATORY AUTHORITY, NOR HAVE SUCH AUTHORITIES CONFIRMED 
THE ACCURACY OR DETERMINED THE ADEQUACY OF THIS DOCUMENT.  ANY 
REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE. 

No dealer, salesman, or other person has been authorized to give any information or to make any 
representation, other than the information contained in this Official Statement, in connection with the offering of the 
Series 2005 Bonds, and, if given or made, such information or representation must not be relied upon as having been 
authorized by the City, the Issuer, the Bond Insurer, the Developer, the Design/Builder, the Operator, the 
Underwriters, or their respective consultants and attorneys.  The information in this Official Statement is subject to 
change without notice, and neither the delivery of this Official Statement nor any sale hereunder will, under any 
circumstances, create any implication that there has been no change in the affairs of the City, the Issuer, the Bond 
Insurer, the Developer, the Design/Builder, or the Operator since the date hereof.  This Official Statement does not 
constitute an offer or solicitation in any jurisdiction in which such offer or solicitation is not authorized, or in which 
any person making such offer or solicitation is not qualified to do so, or to any person to whom it is unlawful to 
make such offer or solicitation.  The information set forth herein has been obtained from the City, the Issuer, the 
Bond Insurer, the Developer, the Design/Builder, and the Operator and other sources which are believed to be 
reliable, but it is not guaranteed as to accuracy or completeness by, and is not to be construed as a representation by, 
the Underwriters. 

All summaries herein of documents and agreements are qualified in their entirety by reference to such 
documents and agreements, and all summaries herein of the Series 2005 Bonds are qualified in their entirety by 
reference to the form thereof included in the Indenture, and the provisions with respect thereto included in the 
aforementioned documents and agreements. 

The information and expressions of opinions contained herein are subject to change without notice and 
neither the delivery of this Official Statement nor any sale made hereunder will, under any circumstances, create any 
implication that there has been no change in the affairs of the City, the Issuer, the Bond Insurer, the Developer, the 
Design/Builder, or the Operator since the date hereof. 
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This Official Statement is not to be construed as a contract with the purchaser of the Series 2005 Bonds.  
Statements contained in this Official Statement which involves estimates, forecasts, or matters of opinion, whether 
or not expressly so described herein, are intended solely as such, and are not to be construed as a representation of 
fact. 

NOTWITHSTANDING ANY PROVISION OR INFERENCE CONTAINED IN THE INDENTURE 
OR IN ANY OTHER BOND DOCUMENT OR TRANSACTION DOCUMENT, NEITHER THE SERIES 
2005 BONDS NOR ANY OTHER AMOUNTS SECURED BY THE TRUST ESTATE WILL EVER 
CONSTITUTE AN INDEBTEDNESS OR GENERAL OBLIGATION OF THE CITY, BEXAR COUNTY, 
THE STATE OF TEXAS, OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF TEXAS, 
WITHIN THE MEANING OF ANY CONSTITUTIONAL PROVISIONS OR STATUTORY LIMITATION 
WHATSOEVER, BUT THE SERIES 2005 BONDS AND ANY OTHER AMOUNTS SECURED BY THE 
TRUST ESTATE WILL BE SPECIAL OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM 
THE FUNDS AVAILABLE THEREFOR AS PROVIDED IN THE INDENTURE.  WITHOUT LIMITING 
AND IN ADDITION TO THE FOREGOING, THE TRUSTEE, BOND INSURER, AND BONDHOLDERS 
UNDERSTAND THAT THE ISSUER IS AN ENTITY ENTIRELY SEPARATE AND APART FROM THE 
CITY, AND THAT NO FUNDS OR OTHER ASSETS OR RESOURCES OF THE CITY, OTHER THAN 
THE CITY TAX REVENUES (WHICH ARE DERIVED FROM CERTAIN STATE AND LOCAL HOTEL 
OCCUPANCY TAXES AND CERTAIN STATE SALES TAXES), ARE SUBJECT TO THE INDENTURE 
OR ANY OF ITS OBLIGATIONS OR PROVISIONS.  THE CITY IS DISTINCT FROM THE ISSUER 
AND WILL HAVE ABSOLUTELY NO LIABILITY, OBLIGATION, OR RESPONSIBILITY 
HEREUNDER (EXCEPT FOR THE PAYMENT OF SUCH CITY TAX REVENUES PURSUANT TO THE 
ECONOMIC DEVELOPMENT AGREEMENT).  NEITHER THE STATE, THE CITY, NOR ANY 
POLITICAL SUBDIVISION OR AGENCY OF THE STATE WILL BE OBLIGATED TO PAY THE 
PRINCIPAL OF OR PREMIUM, IF ANY, OR INTEREST ON THE SERIES 2005 BONDS, ANY 
OBLIGATIONS, OWED TO THE BOND INSURER AS THE PROVIDER OF THE FINANCIAL 
GUARANTY INSURANCE POLICY AND THE RESERVE FUND CREDIT FACILITY, OR ANY OTHER 
AMOUNTS SECURED BY THE TRUST ESTATE, OTHER THAN THE ISSUER BUT SOLELY IN 
ACCORDANCE WITH THE INDENTURE AND ANY APPLICABLE SUPPLEMENTAL INDENTURE.  
NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE, THE CITY 
(EXCEPT TO THE LIMITED EXTENT IMMEDIATELY HEREINBEFORE DESCRIBED WITH 
RESPECT TO THE CITY TAX REVENUES), NOR ANY OTHER POLITICAL SUBDIVISION OR 
AGENCY OF THE STATE IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR PREMIUM, 
IF ANY, OR THE INTEREST ON SUCH BONDS, REIMBURSEMENT OBLIGATIONS, OTHER 
OBLIGATIONS OWED TO THE BOND INSURER, OR ANY OTHER AMOUNTS SECURED BY THE 
TRUST ESTATE.  THE OBLIGATIONS OF THE ISSUER TO THE BONDHOLDERS AND THE BOND 
INSURER ARE LIMITED SOLELY TO THE TRUST ESTATE AS DESCRIBED IN THE INDENTURE.  
THE ISSUER HAS NO TAXING POWER. 

THIS OFFICIAL STATEMENT IS INTENDED TO REFLECT MATERIAL FACTS AND 
CIRCUMSTANCES AS THEY EXIST ON THE DATE OF THIS OFFICIAL STATEMENT OR ON SUCH 
OTHER DATE OR AT SUCH OTHER TIME AS IDENTIFIED HEREIN.  NO ASSURANCE CAN BE 
GIVEN THAT SUCH INFORMATION WILL NOT BE MISLEADING AT A LATER DATE.  
CONSEQUENTLY, RELIANCE ON THIS OFFICIAL STATEMENT AT TIMES SUBSEQUENT TO THE 
ISSUANCE OF THE SERIES 2005 BONDS SHOULD NOT BE MADE ON THE ASSUMPTION THAT 
ANY SUCH FACTS OR CIRCUMSTANCES ARE UNCHANGED. 

THE TRUSTEE ASSUMES NO RESPONSIBILITY FOR THIS OFFICIAL STATEMENT AND 
HAS NOT REVIEWED OR UNDERTAKEN TO VERIFY ANY INFORMATION CONTAINED HEREIN. 

NEITHER THE BOND INSURER, THE DEVELOPER, THE DESIGN/BUILDER, THE 
OPERATOR, NOR ANY OF THEIR AFFILIATES OR THEIR RESPECTIVE OFFICERS, DIRECTORS, 
AGENTS, OR EMPLOYEES WILL IN ANY WAY BE DEEMED AN ISSUER OR UNDERWRITER OF 
THE SERIES 2005 BONDS AND WILL HAVE NO LIABILITY WHATSOEVER ARISING OUT OF OR 
RELATING TO ANY FINANCIAL STATEMENTS, PROSPECTUSES, OR OTHER FINANCIAL 
INFORMATION CONTAINED IN ANY DISCLOSURE DOCUMENT OR SIMILAR WRITTEN OR 
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ORAL COMMUNICATION OTHER THAN THAT WHICH SPECIFICALLY PERTAINS TO THE BOND 
INSURER, THE DEVELOPER, THE OPERATOR, AND/OR THEIR OPERATIONS, RESPECTIVELY.  
ALL TERMS USED IN THIS PARAGRAPH HAVE THE MEANING AS DEFINED IN THE SECURITIES 
ACT OF 1933, AS AMENDED. 

THE CO-FINANCIAL ADVISORS HAVE BEEN EMPLOYED BY THE CITY TO ADVISE IT 
WITH RESPECT TO CERTAIN MATTERS RELATING TO THE PROPOSED STRUCTURE OF THE 
SERIES 2005 BONDS.  THE CO-FINANCIAL ADVISORS HAVE NOT BEEN EMPLOYED AND 
ASSUME NO DUTY OR OBLIGATION TO ADVISE ANY OTHER PARTY AS TO ANY ASPECT OF 
THE TRANSACTION, INCLUDING THE HOLDERS OF THE SERIES 2005 BONDS. 

The Underwriters have provided the following sentence for inclusion in this Official Statement.  The 
Underwriters have reviewed the information in this Official Statement in accordance with, and as part of, their 
respective responsibilities to investors under the federal securities laws as applied to the facts and circumstances of 
this transaction, but the Underwriters do not guarantee the accuracy or completeness of such information. 

 
 

(Remainder of Page Intentionally Left Blank) 
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ISSUER BOARD OF DIRECTORS AND OFFICERS 

Name (1) Office Term Expires 

Ed Garza President, Director May 31, 2005 
Ron H. Segovia Vice President, Director May 31, 2005 
Roger O. Flores Director May 31, 2005 
Joel Williams  Director May 31, 2005 
Richard Perez Director May 31, 2005 
Patti Radle Director May 31, 2005 
Enrique M. Barrera Director May 31, 2005 
Julián Castro  Director May 31, 2005 
Art A. Hall Director May 31, 2005 
Carroll Schubert Director May 31, 2005 
Christopher “Chip” Haass Director May 31, 2005 
J. Rolando Bono (2) Executive Director coterminous with position as  

City Manager 
Leticia M. Vacek (2) Secretary coterminous with position as  

City Clerk 
Milo Nitschke (2) Treasurer coterminous with position as 

Director of Finance of the City 
 

 
______________________________________ 
(1) Pursuant to the Issuer’s Articles of Incorporation, the Board of Directors is composed of all 11-members of the City Council whose terms  
 of office are co-terminous with their term as a member of the City Council. 
(2) Non-voting officers of the Issuer. 
 See “THE ISSUER AND THE CITY” for further information regarding the Board of Directors and their respective terms of office. 

(Remainder of Page Intentionally Left Blank) 
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CITY OF SAN ANTONIO, TEXAS 
ADMINISTRATION 

CITY COUNCIL: 

Name  Years on Council  Term Expires  Occupation 
Ed Garza, Mayor(1) 

 7 Years, 11 Months  May 31, 2005  Land Planner 
Roger O. Flores, District 1  1 Year, 11 Months  May 31, 2005  Restaurant Owner 
Joel Williams, District 2  1 Year, 11 Months  May 31, 2005  Civil Service 
Ron H. Segovia, District 3  1 Year, 11 Months  May 31, 2005  Small Business Owner 
Richard Perez, District 4  1 Year, 11 Months  May 31, 2005  Small Business Owner 
Patti Radle, District 5  1 Year, 11 Months  May 31, 2005  Agency Director and Teacher 
Enrique M. Barrera, District 6(1)  5 Years, 3 Months  May 31, 2005  Retired, Texas Workforce Commission 
Julián Castro, District 7(1)  3 Years, 11 Months  May 31, 2005  Attorney 
Art A. Hall, District 8  1 Year, 11 Months  May 31, 2005  Attorney, Investment Banker 
Carroll Schubert, District 9(1)  3 Years, 11 Months  May 31, 2005  Attorney 
Christopher “Chip” Haass, District 10  1 Year, 11 Months  May 31, 2005  Teacher, Consultant 

_____________________ 
(1)  Not eligible to run for re-election based on the City’s term limits policy.  See “THE ISSUER AND THE CITY” for further information. 

 
CITY OFFICIALS: 

Name Position 
Years with 

City of San Antonio 
Years 

In Current Position 
J. Rolando Bono(1) Interim City Manager 27 Years, 5 Months 6 Months 
Melissa Byrne Vossmer Assistant City Manager 6 Years, 10 Months 6 Years, 10 Months 
Christopher J. Brady Assistant City Manager 8 Years, 8 Months 5 Years, 2 Months 
Jelynne L. Burley Assistant City Manager 21 Years 2 Years, 9 Months 
Frances A. Gonzalez Assistant City Manager  20 Years, 6 Months 1 Year, 5 Months 
Roland Lozano Assistant to the City Manager 24 Years, 8 Months 4 Years 
Erik J. Walsh Assistant to the City Manager 10 Years, 10 Months 4 Years 
Martha Sepeda(2) Acting City Attorney 2 Years 2 Months 
Leticia M. Vacek City Clerk 9 Months 9 Months 
Thomas G. Wendorf Director of Public Works 6 Years 4 Years, 3 Months 
Milo Nitschke Director of Finance 10 Years, 6 Months 3 Years, 6 Months 
Peter Zanoni Director of Management and Budget 8 Years 6 Months 
    

_____________________ 
(1) On September 10, 2004, City Council accepted the resignation of the City Manager, Terry M. Brechtel, effective October 1, 2004.  J. Rolando Bono was 

appointed to serve as Interim City Manager under Ordinance No. 99821; his terms and conditions of employment were adopted and approved under 
Ordinance 99850.  Mr. Bono will continue to serve as Interim City Manager until such time as the City Council appoints a City Manager.  The City 
Council has hired a professional firm to assist in a nationwide search for a new City Manager.   

 
(2) Andrew Martin, the City Attorney for the City of San Antonio, submitted his intent to resign to the Interim City Manager.  Mr. Martin will serve as the 

City’s General Counsel.  The City Council appointed Martha Sepeda, the First Assistant City Attorney, as the Acting City Attorney.   
 

 
 
 
 
 

(Remainder of Page Intentionally Left Blank)



 

ix 

 
ISSUER’S AND CITY’S CONSULTANTS AND ADVISORS 

 
Co-Bond Counsel  
 

McCall, Parkhurst & Horton L.L.P., San Antonio, Texas
and Escamilla & Poneck, Inc., San Antonio, Texas 

 
 

Co-Certified Public Accountants KPMG Peat Marwick L.L.P., San Antonio, Texas
Leal & Carter, P.C., San Antonio, Texas

and Robert J. Williams, CPA, San Antonio, Texas 
 

Co-Financial Advisors to the City 
 

Coastal Securities, San Antonio, Texas
and Estrada Hinojosa & Company, Inc., San Antonio, Texas 

 
Special Counsel to the City Bracewell & Giuliani LLP, Houston, Texas 
  
Counsel to the Issuer McCall, Parkhurst & Horton L.L.P., San Antonio, Texas 

and Escamilla & Poneck, Inc., San Antonio, Texas 
 
 
 
 
 
 

(Remainder of Page Intentionally Left Blank) 
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OFFICIAL STATEMENT 
 

CITY OF SAN ANTONIO, TEXAS CONVENTION CENTER HOTEL FINANCE CORPORATION 
(a nonprofit corporation acting on behalf of the City of San Antonio, Texas) 

 
$129,930,000 

CONTRACT REVENUE EMPOWERMENT ZONE BONDS,  SERIES 2005A (AMT BONDS) 
 

and 
 

$78,215,000 
CONTRACT REVENUE BONDS, TAXABLE SERIES 2005B 

 
  

 
INTRODUCTION 

The City of San Antonio, Texas Convention Center Hotel Finance Corporation (the “Issuer”), a nonprofit 
local government corporation organized under Chapter 431, Texas Transportation Code, Subchapter D, and acting 
on behalf of the City of San Antonio, Texas (the “City”), is issuing its $129,930,000 “City of San Antonio, Texas 
Convention Center Hotel Finance Corporation Contract Revenue Empowerment Zone Bonds, Series 2005A” (the 
“Series 2005A Bonds”) and $78,215,000 “City of San Antonio, Texas Convention Center Hotel Finance 
Corporation Contract Revenue Bonds, Taxable Series 2005B” (the “Taxable Series 2005B Bonds”) (collectively, the 
Series 2005A Bonds and the Taxable Series 2005B Bonds are referred to herein as the “Series 2005 Bonds”).  The 
Series 2005 Bonds are issued pursuant to that certain “Indenture of Trust” (the “Indenture”), dated as of May 15, 
2005, by and between the Issuer and Wells Fargo Bank, N.A., as trustee (the “Trustee”).  For the definition of 
certain capitalized terms used in this Official Statement and not otherwise defined herein, see “APPENDIX B—
Master Glossary.”  

The proceeds of the Series 2005 Bonds will be loaned by the Issuer to Hotel Investments, L.P., a Delaware 
limited partnership (the “Developer”) pursuant to that certain “Loan Agreement” (the “Loan Agreement”) dated as 
of May 15, 2005, by and between the Issuer and the Developer.  The Developer will use the proceeds of the Series 
2005 Bonds to (a) finance a portion of the costs to design, develop, construct, equip, furnish, and open a full-service 
1,000 room hotel (the “Hotel”) together with up to 1,000 parking spaces (subject to reduction pursuant to the option 
of the Developer as provided in the Project Agreement) in an underground parking garage (the “Hotel Parking 
Garage”) (collectively, the Hotel and the Hotel Parking Garage are referred to herein as the “Hotel Project”); 
(b) fund approximately 38 months of capitalized interest (which is intended to cover the period commencing with 
the date of issuance of the Series 2005 Bonds through six months following completion of construction of the Hotel 
Project); (c) fund a debt service reserve fund for the Series 2005 Bonds in part with the purchase of a reserve fund 
credit facility and in part with proceeds; and (d) pay certain costs of issuing the Series 2005 Bonds.  In addition to 
the loaned proceeds, the remainder of the costs of the Hotel Project will be financed in part with Initial Preferred 
Equity in the amount of $77,331,200 as further described in “PLAN OF FINANCE – Initial Preferred Equity.” 

The Series 2005 Bonds are payable from the trust estate (the “Trust Estate”) pledged under the Indenture.  
The Trust Estate consists primarily of the rights, title, and interest of the Issuer (including, but not limited to, the 
right to enforce any of the terms thereof) in (a) the Gross Revenues (defined herein), on deposit from time to time in 
the Lockbox Fund (defined herein); subject to the rights of the Developer and the Operator to use such revenues in 
accordance with and subject to the terms of the Indenture and the Cash Management Agreement (defined herein); 
(b) amounts that constitute Net Operating Revenues and all amounts on deposit in or required from time to time to 
be deposited in or credited to the funds and accounts to be held by the Trustee under the Indenture (other than the 
Rebate Fund); (c) the Loan Agreement and Note (including the right to receive Loan Payments from the Developer 
thereunder), the Economic Development Agreement (including the right to receive certain City Tax Revenues from 
the City thereunder), and the Consent, Subordination, and Attornment Agreements, any right to bring actions and 
proceedings under the Loan Agreement, the Note, the Economic Development Agreement, or the Consent, 
Subordination, and Attornment Agreements for the enforcement thereof, and to do all things the Issuer is entitled to 
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do under such agreements, but excluding the Unassigned Rights and the right to enforce such rights; (d) the Deed of 
Trust; and (e) any and all property (other than amounts in or required to be deposited in, the Rebate Fund) of every 
kind or description now or hereafter owned by the Issuer, or which may now or hereafter be sold, transferred, 
conveyed, assigned, hypothecated, endorsed, deposited, pledged, mortgaged, granted or delivered to or deposited 
with, the Trustee by or on behalf of the Issuer or the City as additional security under the Indenture, or which 
pursuant to any of the provisions of the Financing Documents may come into the possession or control of the 
Trustee or the Depository Bank, or a receiver lawfully appointed pursuant to the Indenture, as such additional 
security, including, without limitation, any payment and performance bonds and completion guaranties obtained by 
the Developer, the Design/Builder, or any other Person in favor of the Trustee; and the Trustee is authorized to 
receive all such property as additional security for the payment of the Series 2005 Bonds, and to hold and apply all 
such property subject to the terms of the Indenture, the Economic Development Agreement, and the Cash 
Management Agreement. 

The Trust Estate will be held in trust by the Trustee for the equal and proportionate benefit and security of 
the Bond Insurer (as the provider of the Financial Guaranty Insurance Policy and the Series 2005 Reserve Fund 
Credit Facility), the City and the Registered Owners without preference of any Bond of a Series over any other, but 
with such preferences, privileges, priorities, and distinctions among the Series 2005 Bonds as provided in the 
Indenture, and for the enforcement of the payment of the Series 2005 Bonds in accordance with their terms, and the 
Indenture, and the right of the City to be repaid for certain City Tax Revenues paid by the City pursuant to the 
Economic Development Agreement and the Ground Lease and to receive payment of the Basic Rental, Participation 
Rental, and all other Rental in accordance with the terms of the Ground Lease, and the right of the Bond Insurer to 
be repaid for amounts drawn on the Series 2005 Reserve Fund Credit Facility as set forth in the Ambac Guaranty 
Agreement, and all other sums payable under the Indenture, on the Series 2005 Bonds, or under the Ground Lease.  
See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS—Pledge of Trust Estate” and 
“—Economic Development Agreement.” 

The Issuer and the City will enter into that certain “Economic Development Agreement” (the “Economic 
Development Agreement”), dated as of May 15, 2005, whereby the City will agree to pledge or grant to the Issuer 
the “City Tax Revenues,” (defined below) in order to provide security for the payment of debt service on the Series 
2005 Bonds when due in the event that Net Operating Revenues (as defined in APPENDIX B) received by the 
Developer from the operation of the Hotel Project due to the Issuer under the Loan Agreement during any month are 
insufficient to fully fund the Debt Service Fund for the payment of debt service on the Series 2005 Bonds when due 
(subject to the terms of the Economic Development Agreement).  The City Tax Revenues will consist of 
(a) revenues derived from the 6% state hotel occupancy tax (the “6% State HOT”) collected at the Hotel Project 
during the first ten years after the Hotel Project is open for initial occupancy (the “Convention Center Hotel State 
HOT Revenues”); (b) revenues derived from the 6.25% state sales and use tax (the “6.25% State Sales Tax”) 
collected at the Hotel Project, including from all businesses located in the Hotel Project, during the first ten years 
after the Hotel Project is open for initial occupancy (the “Convention Center Hotel State Sales Tax Revenues”); (c) 
revenues derived from the 7% local hotel occupancy tax (the “7% Local HOT”) collected at the Hotel Project as 
long as any Series 2005 Bonds (or Refunding Bonds) are outstanding (the “Convention Center Hotel 7% Local HOT 
Revenues”), subject to such Convention Center Hotel 7% Local HOT Revenues not being required to pay debt 
service or other requirements related to the Prior Lien Convention Center Bonds or the Subordinate Lien Convention 
Center Bonds; and (d) available revenues derived from the 2% expansion hotel occupancy tax (the “2% Expansion 
Tax”) collected at all hotels in the City as long as any Series 2005 Bonds (or Refunding Bonds) are outstanding (the 
“Available 2% Expansion HOT Revenues”).  The City will grant to the Issuer a first lien security interest in the 
Convention Center Hotel State HOT Revenues, the Convention Center Hotel State Sales Tax Revenues, and the 
Available 2% Expansion HOT Revenues, and will grant to the Issuer a subordinate lien security interest in the 
Convention Center Hotel 7% Local HOT Revenues, together with all funds on deposit from time to time in 
accordance with the Economic Development Agreement in the Holding Account (as defined in APPENDIX B), the 
Convention Center Hotel 7% Local HOT Revenues Account, the Convention Center Hotel State Sales Tax 
Revenues Account, and the Convention Center State HOT Revenues Account to the full extent that such Revenues 
and Accounts may be subject to the Uniform Commercial Code of the State of Texas.  The City will separately 
account for the four components of the City Tax Revenues in separate accounts maintained by the City.  See 
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS—Economic Development 
Agreement.” 
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The land comprising the Hotel Project site (the “Leased Premises”) is owned by the City and will be leased 
or licensed to the Developer pursuant to that certain Ground Lease and License Agreement (the “Ground Lease”), 
dated as of the Closing Date.  The Developer will execute a Leasehold Deed of Trust, Assignment of Rents and 
Leases, Assignment of Contracts and Permits, Security Agreement, Fixture Filing and Financing Statement (the 
“Deed of Trust”), dated as of the Closing Date for the benefit of the Issuer as security for the loan.  The Issuer will 
assign its rights under the Deed of Trust to the Trustee as additional security for the payment of the principal of and 
the interest on the Series 2005 Bonds.  See “THE HOTEL PROJECT—The Leased Premises” and “SECURITY 
AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS—Deed of Trust” and “—Ground Lease.” 

The Series 2005 Bonds will initially be issued in book-entry only form and will be registered in the name of 
Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC”).  Purchases of the 
Series 2005 Bonds will be made in book-entry form through DTC Participants (defined below).  No physical 
delivery of the Series 2005 Bonds will be made to purchasers of the Series 2005 Bonds unless the book-entry only 
system of registration is discontinued.  Payments on the Series 2005 Bonds will be made to Bondholders by DTC 
through DTC Participants.  See “APPENDIX C—Book-Entry Only System.” 

Definitions of certain words and terms used in this Official Statement are set forth in “APPENDIX B—
Master Glossary.”  Such definitions do not purport to be comprehensive or definitive.  All references herein to the 
specified documents are qualified in their entirety by reference to the definitive forms of such documents, including 
the Indenture, the Economic Development Agreement, the Cash Management Agreement, the Continuing Disclosure 
Agreement, the Ground Lease, the Project Agreement, the Loan Agreement, the Note, the Deed of Trust, the 
Assignment Agreement, the Design/Build Agreement, the Pre-Opening Services Agreement, the Hotel Management 
Agreement and any other Transaction Documents.  Copies of such documents may be obtained from the City at the 
Office of the Director of Finance, City Hall Annex, 506 Dolorosa, San Antonio, Texas 78204 and, during the 
offering period, from the City’s Co-Financial Advisors, Coastal Securities, 600 Navarro, Suite 350, San Antonio, 
Texas, 78205, or Estrada Hinojosa & Company, Inc., 1485 Frost Bank Tower, 100 West Houston Street, San 
Antonio, Texas 78205, by electronic mail or by copy upon payment of reasonable copying, mailing, and handling 
charges.  

THE ISSUER AND THE CITY 

The Issuer 

General 

The Issuer is a nonprofit local government corporation created and organized by the City pursuant to 
Subchapter D of Chapter 431, Texas Transportation Code, as amended (“Chapter 431”), to accomplish certain 
governmental purposes of the City, namely being the financing of a portion of the costs required to develop, 
construct, furnish, and equip the Hotel Project to be located on land owned by the City that is adjacent to the City’s 
Convention Center in order to promote economic development and to stimulate business and commercial activity in 
the City, all at the request of the City Council of the City.  The creation of the Issuer, approval of its Articles of 
Incorporation and Bylaws, and appointment of its board members, have been authorized by the City pursuant to a 
resolution adopted by the City Council of the City (the “City Council”) on March 24, 2005.  Among other things, the 
Issuer is authorized by Chapter 431 to issue bonds on behalf of the City and use the proceeds derived from the sale 
of such bonds to accomplish the governmental purpose of the City to finance a portion of the cost required to 
construct, furnish, and equip the Hotel Project, as authorized by Section 1504.001(b), Texas Government Code, and 
Section 351.102(b), Texas Tax Code. 

For purposes of federal income tax law, it is intended that the Issuer will be an instrumentality of the City, 
that the activities of the Issuer will lessen the burden of government of the City, that income of the Issuer will be 
excluded from gross income, and that interest on the Series 2005A Bonds will be excluded from gross income.  See 
“TAX MATTERS—SERIES 2005A BONDS.” 

The Issuer was formed by the City to serve as a conduit financing entity for the purpose of issuing the 
Series 2005 Bonds and otherwise facilitating the transactions described herein, and as such has no significant assets 
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and no independent operations or expertise with respect to constructing or operating a hotel.  The Issuer has no 
employees and does not intend to employ anyone. 

The City Council met on April 14, 2005, and approved by ordinance the issuance of the Series 2005 Bonds 
by the Issuer and all agreements to which the City is a party.  The City Council also met on April 28, 2005 and 
approved an ordinance amending the Project Agreement.  Pursuant to the Home Rule Charter of the City, all 
ordinances are subject to a 40-day petition and referendum period which will expire on or about May 24, 2005 with 
respect to actions approved on April 14, 2005 and on June 7, 2005 with respect to actions approved on April 28, 
2005.  See “RISK FACTORS – City Charter 40-Day Referendum Period.”  The Issuer met on May 5, 2005 to 
authorize by resolution the issuance and sale of the Series 2005 Bonds, including authorizing the president of the 
Board of Directors to execute a pricing certificate, and approve all documents and actions related thereto.  Actions 
of the Issuer are not subject to the City Charter’s 40-day petition period. 

Board of Directors 

The affairs of the Corporation will be managed by an 11 member Board of Directors (or such greater or 
lesser number to be equivalent at all times with the total number of positions constituting the City Council) which 
will be composed in its entirety of persons who are members of the City Council, and whose terms of office will be 
fixed by, and run coterminous with, their respective terms of office as members of the City Council.  A director will 
hold office for the term to which the director is qualified and until a successor is qualified.  The City Council may 
remove a director for cause or at any time without cause.  A director serves without compensation but will be 
entitled to reimbursement for actual expenses incurred in the performance of his or her duties under the Act.  The 
Issuer and the directors will be subject to both the Texas Open Meetings Act and the Texas Open Records Act 
(Chapters 551 and 552, Texas Government Code, as amended). 

The directors constituting the initial Board of Directors are the 11 persons named on page vii hereof. 

The City 

Demographics 

The Census 2000, prepared by the U.S. Census Bureau, found a City population of 1,144,646.  The City’s 
Department of Planning estimated the City’s population at 1,282,800 for the calendar year ending December 31, 
2004.  The U.S. Census Bureau ranks the City as the second largest in the State of Texas and the eighth largest in the 
United States. 

The City is the county seat of Bexar County, Texas, which has a population of 1,392,931 according to the 
2000 Census.  The City’s Department of Planning estimated Bexar County’s population at 1,560,500 for the 
calendar year ending December 31, 2004.  The City is located in south central Texas approximately 75 miles south 
of the state capital in the City of Austin, 140 miles northwest of the Gulf of Mexico, and approximately 150 miles 
from the U.S./Mexico border Cities of Del Rio, Eagle Pass, and Laredo, respectively. 

The area of the City has increased through numerous annexations, and now contains approximately 448.41 
square miles (full purpose annexations only) or 511.78 square miles (both full purpose and limited purpose 
annexations), having a fiscal year 2005 total market valuation of $51.741 billion1.  The topography of San Antonio 
is generally hilly with heavy black to thin limestone soils.  There are numerous streams fed with underground spring 
water.  The average elevation is 788 feet above mean sea level. 

Attractions 

The most recent visitor statistics obtained by the Convention and Visitors Bureau showed nearly 20 million 
visitors came to San Antonio in 2002.  The research, conducted by D.K. Shifflet & Associates, represented that of 
the 20 million visitors that 7.58 million visitors were overnight leisure travelers and 2.45 million visitors were 
overnight business travelers.  San Antonio’s share of U.S. Overnight Leisure Travel volume was 0.77% in 2002, 
                                                           
1 Based on Tax Year 2004 Actual Market Value of Taxable Property certified by Bexar Appraisal District as of July 25, 2004. 
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which was more than the City’s competitors in Houston, Phoenix, Dallas, New Orleans, and Austin.  Of the top 10 
cities for overnight leisure travel in the United States, San Antonio ranked ninth.  San Antonio leads the United 
States and competing destinations in “satisfaction and value for the money.”  Visitor information is updated on a 
biennial basis with the next release scheduled for June 2005. 

Economy 

The City supports a favorable business environment and economic diversification which is represented by 
various industries, including domestic and international trade, convention and tourism, medicine and health care, 
government employment, agribusiness, manufacturing, financial business, telecommunications, telemarketing, 
insurance, and mineral production.  Support for these economic activities is demonstrated by the City’s commitment 
to its on-going infrastructure improvements and development and its dedicated work force.  Total nonagricultural 
employment in the San Antonio MSA for November 2004 was 738,600, which is 11,200 or 1.54% more jobs than 
the November 2003 total of 727,400.  Service, trade, and government represent the largest employment sectors in 
the San Antonio MSA.  Medical and bio-medical, tourism, and the military represent the largest industries in San 
Antonio.  The City serves as a major insurance center in the southwest United States and is the headquarters location 
for several insurance companies.  According to the San Antonio Business Journal Book of Lists 2005, San Antonio’s 
five largest private-sector employers ranked by number of employees are the following:  USAA (United Service 
Automobile Association); Methodist Healthcare System; SBC Communications, Inc.; Baptist Health System; and 
Six Flags Fiesta Texas; and San Antonio’s five largest publicly traded companies, ranked by revenues, are the 
following:  SBC Communications, Inc.; Valero Energy Corp.; Clear Channel Communications, Inc.; Tesoro 
Petroleum Corp.; and Harte-Hanks Inc. 

To view the City’s “Comprehensive Annual Financial Report” (the “CAFR”) which includes audited 
financial statements for the fiscal year ending September 30, 2004, please refer to www.sanantonio.gov/finance and 
click on “CAFR.”  The City incorporates by reference only these audited financial statements which have been filed 
with the SID (defined herein) and the NRMSIRs (defined herein).  No other portion of the CAFR is incorporated 
herein.  If requested of the Director of Finance at City Hall Annex, 506 Dolorosa, San Antonio, Texas 78204, the 
City will provide the CAFR by electronic mail or by paper upon payment of copying, handling, and delivery 
charges. 

OVERVIEW OF THE CONVENTION CENTER FACILITIES 

Existing Convention Center 

The Henry B. Gonzalez Convention Center (the “Convention Center”) is located in downtown San Antonio 
on the Riverwalk.  The Convention Center was originally built in connection with the 1968 HemisFair held in the 
City.  Current expansion and improvement of the Convention Center are expected to be completed in January 2006 
(other expansions occurred in 2001, 1987, and 1977) and the Convention Center contains approximately 440,000 
square feet of contiguous exhibit space.  The existing Convention Center complex consists of a 28,914 square foot 
Ballroom A, 21,411 square foot Ballroom B, 39,816 square foot Ballroom C, and four junior ballroom areas suitable 
for meetings, dinners, or social events.  The Convention Center also includes the Lila Cockrell Theatre – a 2,521-
seat performing arts theatre. 

The Convention Center and the Convention and Visitors Bureau are separate departments of the City, each 
headed by a Director who reports to the City Manager.  The employees of the Henry B. Gonzalez Convention Center 
and the Convention and Visitors Bureau are City employees. 

Amendment to Master Plan 

As an “eligible central municipality” under Chapter 351, Texas Tax Code, the City, by Ordinance 
No. 99285 adopted on June 3, 2004, authorized an amendment to its capital improvement plan for the expansion of 
its existing “Convention Center Facilities” to include the Hotel Project (located within 1,000 feet of the Convention 
Center), the Alamodome, an office building located within the Convention Center complex, and the Municipal 
Auditorium (the “Amended Plan”).  The Alamodome, which opened in May 1993, is a facility used for large 
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assembly groups and special events; this facility adds another 160,000 square feet of exhibit space to the Convention 
Center complex.  The Municipal Auditorium is a 5,000 seat performing arts center and multi-purpose meeting 
facility.   

Operation 

The City’s convention and group business is competitive with other strong destinations and is supported by 
the efforts of the Convention and Visitors Bureau sales staff who, in 2004, hosted more than 504,704 delegates, 
utilizing more than 711,568 room nights, translating into an estimated $524.5 million in direct delegate 
expenditures.  Meetings South, a trade publication for meeting planners, has named the Henry B. Gonzalez 
Convention Center as the “Best Convention Center” in the industry.  The survey results, however, were not limited 
to only business destinations of the South.  Meetings South covers the meeting industry in the Southern United 
States and the Caribbean Islands and is published by Stamats Meetings Media. 

Convention Activity 

The City is one of the top convention cities in the country, and the ongoing expansion of the Convention 
Center has enabled the City to compete for more conventions and larger conventions.  The City is proactive in 
attracting convention business through its management practices and marketing efforts. 

The following information was prepared by the City’s Convention and Visitors Bureau and is based on a 
variety of sources.  While the City and Issuer have no reason to believe that such information is inaccurate, neither 
the City nor the Issuer has undertaken to verify such information.  The following table shows overall City 
performance, as well as convention activity booked by the City’s Convention and Visitors Bureau for the years 
indicated. 

 

 

(Remainder of Page Intentionally Left Blank) 
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Historical Convention Activity and Booking Summary   TABLE 1 
 

Calendar 
Year 

Hotel Occupancy 
(%) 1 

Room Nights 
Sold 1 

Number of 
Conventions 2 

Convention 
Attendance 2 

 
Convention 

Room Nights 2 

Convention 
Delegate 

Expenditures 
($ Millions) 2,3 

1995 68.2 5,312,114 552 400,751 744,954 328.1 
1996 66.3 5,608,990 596 486,383 725,395 398.3 
1997 64.5 5,792,838 542 417,492 670,039 341.9 
1998 66.1 6,139,564 559 445,151 724,882 401.0 
1999 65.1 6,251,268 553 406,539 678,014 366.2 
2000 65.3 6,515,138 583 389,448 696,215 350.8 
2001 63.1 6,416,674 541 419,970 712,189 378.3 
2002 64.5 6,688,794 714 521,278 826,566 469.6 
2003 64.7 6,878,221 684 424,951 709,081 382.8 
2004 65.6 7,041,613 801 504,704 711,568 524.5 

       
__________________________________ 
Except as otherwise specified: 
1   Source: Smith Travel Research (“STR”), based on hotels in San Antonio. 
2  Reflects only those conventions booked by the Convention and Visitors Bureau. 
3  For the years of 1994 through 1997, the estimated dollar value is calculated in accordance with a 1993 Deloitte & Touche LLP 

study for the International Association of Convention and Visitor Bureaus (“IACVB”) which reflected the average expenditure of 
$818.82 per convention and trade show delegate.  Beginning in 1998, the estimated dollar value is calculated in accordance with 
the 1998 IACVB Foundation Convention Income Survey Report conducted by Deloitte & Touche LLP which reflected the average 
expenditure of $900.89 per convention and trade show delegate.  Calendar year 2004 is based on an average expenditure of 
$1,030.20 per convention and trade show delegate, according to a Veris Consulting, LLC study for the IACVB. 

Source: City of San Antonio, Convention and Visitors Bureau 
 

The City has determined that the construction of a new convention center hotel on the Hotel Site adjacent 
to the Convention Center will provide the necessary hotel rooms to serve the Convention Center and will result in 
economic benefits to the City, including coordinating of event bookings at the Convention Center and the generation 
of additional tax revenues, employment opportunities, and economic activity related to the construction and 
operation of the Hotel Project.  See “MARKET STUDY AND FINANCIAL PROJECTIONS—Summary of Market 
Study” and “APPENDIX A” for a more detailed discussion regarding the necessity of the Hotel Project and its 
projected impact on the Convention Center business. 

Affirmative Actions by City to Enhance Credit on the Series 2005 Bonds 

A portion of the City has been designated by the U.S. Department of Housing and Urban Development as a 
Round III Urban Empowerment Zone (the “Empowerment Zone”), which, among other areas, includes the 
downtown area of the City.  Among other federal tax incentives available to provide a catalyst for private investment 
and promote economic development within the Empowerment Zone, the City is authorized to issue up to 
$230,000,000 in principal amount of bonds (the “City’s Empowerment Zone Bond Capacity”) and loan the proceeds 
thereof to an “enterprise zone business” to finance “qualified zone property” (as such terms are defined in Sections 
1397C and 1397D, respectively, of the Internal Revenue Code of 1986, as amended) in the Empowerment Zone, the 
interest on which is excludable from federal income taxation (“Empowerment Zone Bonds”).  On April 15, 2004, 
pursuant to Ordinance No. 99089, the City Council of the City created the City of San Antonio Empowerment Zone 
Governance Board (the “EZ Governance Board”) to advise and assist the City Council and the City staff in 
leveraging the Empowerment Zone incentive tools to achieve maximum economic benefits, including evaluating 
and ranking projects eligible for financing with Empowerment Zone Bonds and the prioritizing and allocation of 
bonding capacity among eligible projects. 
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In anticipation of issuing the Series 2005 Bonds, the City adopted Ordinance No. 99284 on June 3, 2004 
(the “Amendatory Ordinance”), amending Ordinance No. 83735 originally adopted on March 14, 1996 (collectively 
the “Prior Lien Convention Center Bond Ordinance”) which authorized the issuance of its “City of San Antonio, 
Texas Hotel Occupancy Tax Revenue Bonds, Series 1996” issued in the original aggregate principal amount of 
$182,012,480.60, (the “Prior Lien Convention Center Bonds”) and currently outstanding in the aggregate principal 
amount of $68,785,000.  The purpose of the Amendatory Ordinance was to (a) conform the Prior Lien Convention 
Center Bond Ordinance with current Texas law regarding the allocation of the 7% Local HOT; (b) allow a pledge on 
a prior lien basis of 1.75% of the 7% Local HOT allocated pursuant to Section 351.103(b), Texas Tax Code; (c) 
authorize a common reserve fund for the Convention Center Bonds (defined below); (d) allow a pledge on a prior 
lien basis of the Available 2% Expansion HOT Revenues for the timely payment of debt service requirements on 
obligations issued to finance a hotel for the Convention Center; and (e) limit the City’s ability to issue prospective 
obligations on a parity with the Prior Lien Convention Center Bonds.  Pursuant to Ordinance No. 99286 and 
Ordinance No. 99287, each adopted on June 3, 2004 (collectively, the “Subordinate Lien Convention Center Bond 
Ordinances”), the City issued its “City of San Antonio, Texas Hotel Occupancy Tax Subordinate Lien Revenue 
Bonds, Series 2004A,” currently outstanding in the aggregate principal amount of $10,390,000, and its “City of San 
Antonio, Texas Hotel Occupancy Tax Subordinate Lien Revenue and Refunding Bonds, Series 2004B,” currently 
outstanding in the aggregate principal amount of $111,425,000 (the “Subordinate Lien Convention Center Bonds”) 
(collectively, the Prior Lien Convention Center Bonds and the Subordinate Lien Convention Center Bonds, are 
referred to herein as the “Convention Center Bonds” and the Prior Lien Convention Center Bond Ordinance and the 
ordinances approving the Subordinate Lien Convention Center Bonds referred to herein as the “Convention Center 
Bonds Ordinances”), for the purpose of refunding a portion of the Prior Lien Convention Center Bonds and to 
finance certain additional improvements to the Convention Center described in the Amended Plan.   

On April 12, 2005, the EZ Governance Board adopted a resolution approving the Hotel Project for 
financing with tax-exempt Empowerment Zone Bonds and recommended that the Issuer issue up to $130,000,000 of 
tax-exempt Empowerment Zone Bonds to finance all or a portion of the Hotel Project and that the City Council 
designate and reserve up to $130,000,000 of the City’s Empowerment Zone Capacity to finance all or a portion of 
the Hotel Project with tax-exempt Empowerment Zone Bonds. 

Pursuant to ordinances adopted by the City on April 14, 2005, the City Council (i) approved the Hotel 
Project for Empowerment Zone Bond financing; (ii) designated and reserved up to $130,000,000 of the City’s 
Empowerment Zone Capacity to finance a portion of the Hotel Project with tax-exempt Empowerment Zone Bonds; 
(iii) requested and authorized the Issuer to issue up to $130,000,000 of tax-exempt Series 2005A Bonds, together 
with the Taxable Series 2005B Bonds, the proceeds of which will be loaned to the Developer and used to provide a 
portion of the funds required to develop, construct, equip, furnish, and open the Hotel Project; (iv) approved and 
authorized all agreements relating to the Hotel Project and the issuance of the Series 2005 Bonds to which the City 
is a party; and (v) approved the form of, and consented to the Issuer entering into all agreements and instruments to 
which the Issuer is a party in connection with the issuance of the Series 2005 Bonds.  On April 28, 2005, the City 
Council approved an additional ordinance for the purpose of approving an amendment to the Project Agreement. 

Economic Development Program 

The City approved an ordinance (the “Program Ordinance”) establishing an economic development 
program pursuant to Chapter 380, Texas Local Government Code, as amended, for the purpose, among others, of 
making loans and grants of public money to promote local economic development and stimulate business and 
commercial activity in the City.  Pursuant to the Program Ordinance, the City approved, by ordinance, the Economic 
Development Agreement (the “Project Ordinance”) on April 14, 2005, whereby, the City agreed to pledge or grant 
to the Issuer the City Tax Revenues, consisting of the Convention Center Hotel State HOT Revenues, the 
Convention Center Hotel State Sales Tax Revenues, the Convention Center Hotel 7% Local HOT Revenues, and the 
Available 2% Expansion HOT Revenues, in order to provide additional security for the payment of debt service on 
the Series 2005 Bonds when due in the event that Net Operating Revenues received by the Developer from the 
operation of the Hotel Project due to the Issuer under the Loan Agreement during any month are insufficient to fully 
fund the Debt Service Fund for the payment of debt service due on the Series 2005 Bonds (subject to the terms of 
the Economic Development Agreement).  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 
2005 BONDS—Economic Development Agreement.” 
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City Charter 40-Day Petition and Referendum Period 

CITY ORDINANCES ARE SUBJECT TO ARTICLE IV, SECTION 35 OF THE CITY’S 
CHARTER, WHICH STATES THAT THE CITY’S ELECTORS MAY APPROVE OR REJECT AT THE 
POLLS ANY ORDINANCE (WITH CERTAIN EXCEPTIONS) PASSED BY THE CITY COUNCIL; 
PROVIDED, HOWEVER, THAT WITHIN 40 DAYS AFTER THE ENACTMENT OF SUCH ORDINANCE 
BY THE CITY COUNCIL, A PETITION WHICH REQUESTS THAT THE ORDINANCE BE EITHER 
REPEALED OR SUBMITTED TO VOTE IS FILED WITH THE CITY CLERK AND THAT IS SIGNED 
BY AT LEAST 10% OF THE CITY’S ELECTORS QUALIFIED TO VOTE AT THE LAST REGULAR 
MUNICIPAL ELECTION.  THE 40-DAY PERIOD DURING WHICH THE AFOREMENTIONED 
ORDINANCES ARE SUBJECT TO REFERENDUM DOES NOT EXPIRE UNTIL AFTER BOND 
PRICING, BUT WILL EXPIRE BEFORE THE ANTICIPATED CLOSING DATE.  IF A REFERENDUM 
REGARDING THE APPROVAL OF THE ORDINANCES WERE CALLED, THE ENACTMENT OF 
SUCH ORDINANCE WOULD BE DELAYED, AND COULD ULTIMATELY BE OVERTURNED BY 
PUBLIC VOTE.  SEE “RISK FACTORS—City Charter 40-Day Petition and Referendum Period.” 

 
(Remainder of Page Intentionally Left Blank) 



 

10 

Summary of Liens on City Tax Revenues  TABLE 2 
 
 
Convention Center Hotel State HOT Revenues (6% State HOT collected at Hotel Project)  
 Granted to the Series 2005 Bonds as a priority lien (during first 10 years after Opening Date) 
  
 Not available to be pledged to Convention Center Bonds 
 
Convention Center Hotel State Sales Tax Revenues (6.25% State Sales Tax collected at Hotel Project) 

Granted to the Series 2005 Bonds as a priority lien (during first 10 years after Opening Date) 
 
 Not available to be pledged to Convention Center Bonds 
 
Convention Center Hotel 7% Local HOT Revenues (7% Local HOT collected at Hotel Project) 
 5.25% pledged to the Prior Lien Convention Center Bonds as a prior lien(1)  
 1.75% pledged to the Prior Lien Convention Center Bonds as a prior lien(1) 
 7.00% 
  

5.25% pledged to the Subordinate Lien Convention Center Bonds as a subordinate lien(2) 
1.75% pledged to the Subordinate Lien Convention Center Bonds as a subordinate lien(2) 
7.00% 

 
Revenues pledged to the Series 2005 Bonds are derived solely from the 7% Local HOT collected at the 
Hotel Project, and are subordinate to the pledge thereof to the Prior Lien Convention Center Bonds and the 
Subordinate Lien Convention Center Bonds 

 
Available 2% Expansion HOT Revenues 
 Pledged to the Series 2005 Bonds as prior lien(3) 

Pledged to the Priority Lien Convention Center Bonds as subordinate lien 
 
 Not pledged to Subordinate Lien Convention Center Bonds 
 
   
(1) The Prior Lien Convention Center Bonds are secured by a prior lien on the City-wide 7% Local HOT Revenues.  
(2) The Subordinate Lien Convention Center Bonds are secured by a lien on the City-wide 7% Local HOT Revenues which is subordinate to 

the lien securing the Prior Lien Convention Center Bonds.  
(3) The prior lien on the Available 2% Expansion HOT Revenues is after taking into consideration any lawfully available revenues that may be 

utilized to pay the debt service requirements on the Series 2005 Bonds. 

 
(Remainder of Page Intentionally Left Blank) 
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THE HOTEL PROJECT 

The Hotel Project Site 

The Hotel Project will be located on the Hotel Project Site.  Additionally, the Hotel Project Site is located 
within an Empowerment Zone as designated by the United States Department of Housing and Urban Development.  
See “—Location Map of Empowerment Zone” below.  The Hotel Project Site will be leased by the City to the 
Developer pursuant to the Ground Lease.  For a summary of the provisions of the Ground Lease, see “SECURITY 
AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS—Ground Lease.” 

Location Map of the Hotel Project Site 

 

Proximity to Hyatt Regency San Antonio 

The Hotel Project will be located approximately 0.5 miles from the existing Hyatt Regency San Antonio 
which is located on the Riverwalk at Losoya Street.  The ownership of the Hyatt Regency San Antonio has 
requested private arbitration in accordance with its hotel management agreement with Hyatt Corporation relating to  
management of the Hotel Project.  See “LITIGATION AND ARBITRATION – Arbitration Request by Hyatt 
Regency San Antonio.” 
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Location Map of Empowerment Zone 
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The Hotel 

The Hotel will be a premier, full-service, convention center headquarters hotel consisting of at least 1,000 
rooms and located in downtown San Antonio, Texas, bounded by Bowie and East Market Streets and the Riverwalk.  
The Hotel will be to the north of and immediately adjacent to the City’s Convention Center and the Riverwalk.  The 
interior of the Hotel will include approximately 81,268 square feet of meeting space, approximately 32,700 square 
feet of grand ballroom, and approximately 21,600 square feet of junior ballroom space, all in accordance with the 
requirements of the Project Agreement, including Hyatt First-Class Hotel Standard (as defined in the definition 
thereof in APPENDIX B hereto). 

The Hotel Parking Garage  

Located underneath the Hotel will be the Hotel Parking Garage containing not less than 1,000 parking 
spaces, of which at least 500 contiguous parking spaces will be public parking spaces.  The Developer’s obligation 
to provide parking for the Hotel Project pursuant to the Project Agreement is subject to Developer’s right, as 
provided therein to reduce the number of parking spaces to 750 (instead of 1,000) and public parking spaces to 250 
(instead of 500), in exchange for the Developer’s payment to the City of $2,500,000, which funds shall constitute an 
unrestricted donation to the City.  The City and the Developer have established minimum operating standards and 
guidelines with respect to the operation of the Public Parking Spaces pursuant to the “Public Parking Operating 
Standards” in the Ground Lease.  

The Hotel Project as Condominiums 

FaulknerUSA, Inc., an affiliate of the Design/Builder, has proposed to the City that it develop and construct 
privately-owned residential condominium units (the “Residential Units”) in the air space above the Hotel Project by 
purchasing from the City such portion of the air rights over the Hotel Site and above the Hotel Project and creating a 
condominium regime to accomplish the same.  As of the date hereof, the City has neither agreed to nor committed to 
agree to the construction of the Residential Units, the sale of any air rights over the Hotel Site, or the creation of a 
condominium regime.  Any documentation with respect to the development and construction of the Residential 
Units, including, but not limited to, the creation of a condominium regime, and any modifications to the Project 
Documents, the Construction Documents, or the Financing Documents must be approved by the City and the Bond 
Insurer.  No proceeds from the Series 2005 Bonds would be used to finance the construction of the Residential 
Units. 

 

(Remainder of Page Intentionally Left Blank) 
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PLAN OF FINANCE 

Sources and Uses of Funds 

The table below sets forth the sources and uses of funds to finance the Guaranteed Fixed Price of the 
Design/Build Agreement for the Required Scope of the Hotel Project described in “CONSTRUCTION OF THE 
HOTEL PROJECT – Design/Build Agreement” and to fund certain other requirements related to the Hotel Project 
and the Series 2005 Bonds. 

Sources and Uses of Funds TABLE 3 

  
Series 
2005A  
Bonds 

 
Taxable Series

2005B 
Bonds 

 
Design/Builder

Equity 
Contribution(1) 

 
Marathon 

Equity 
Contribution(2) 

 
Operator 
Equity 

Contribution(3) 

 
 
 

Total 

Sources of Funds       
Bond Proceeds $129,930,000.00 $78,215,000.00 $               0.00 $               0.00 $               0.00 $208,145,000.00 
Equity Contributions 0.00 0.00 11,000,000.00 52,331,200.00 14,000,000.00 77,331,200.00 
Plus:  
     Original Issue Premium 

 
65,736.60 

 
0.00 

 
0.00 

 
0.00 

 
0.00 

 
65,736.60 

Less:  
     Original Issue Discount 
     Underwriter’s Discount 

 
0.00 

   (1,948,950.00) 

 
0.00 

(1,173,225.00) 

 
0.00 

                 0.00 

 
0.00 

                 0.00 

 
0.00 

                 0.00 

 
0.00 

   (3,122,175.00) 
Total Sources of Funds 
 

$128,046,786.60 $77,041,775.00 $11,000,000.00 $52,331,200.00 $14,000,000.00 $282,419,761.60 

Uses of Funds       
Construction Fund       

Project Account $99,579,796.54 $56,530,144.24 $               0.00 $               0.00 $               0.00 $156,109,940.78 
Investor Equity Account 0.00 0.00 11,000,000.00 52,331,200.00 500,000.00 63,831,200.00 

Marathon Preferred Return at 
    Delivery 

 
0.00 0.00 0.00 0.00 

 
12,000,000.00 12,000,000.00 

Operating Expense Reserve Fund 0.00 0.00 0.00 0.00 1,500,000.00 1,500,000.00 
Debt Service Fund       

Capitalized Interest Account  18,678,949.84 11,723,177.37 0.00 0.00 0.00 30,402,127.21 
Debt Service Reserve Fund 2,756,894.32 940,605.68 0.00 0.00 0.00 3,697,500.00 
Costs of Issuance(4)       7,031,145.90     7,847,847.71                  0.00                  0.00                  0.00     14,878,993.61 
Total Uses of Funds $128,046,786.60 $77,041,775.00 $11,000,000.00 $52,331,200.00 $14,000,000.00 $282,419,761.60 
       
       

   
(1) Approximately $428,721 of the Design/Builder equity contribution will be deposited with the Trustee on the Closing Date.  The 

Design/Builder’s remaining $10,571,279 in required equity contribution will be obtained by the Design/Builder foregoing its builder’s fee 
owed to it from the Developer pursuant to the Design/Build Agreement.  See “PLAN OF FINANCE—Initial Preferred Equity.” 

(2) The Marathon equity contribution in the amount of $52,331,200 will be distributed to the Trustee pursuant to the terms of the Marathon 
Letter of Credit (herein described) which distribution dates will coincide with certain of the Design/Builder’s draw requests pursuant to the 
Design/Build Agreement. 

(3) The Operator equity contribution in the amount of $14,000,000 will be deposited with the Trustee on the Closing Date. 
(4) Cost of Issuance includes premiums for Financial Guaranty Insurance Policy and for the Reserve Fund Credit Facility. 

 

(Remainder of Page Intentionally Left Blank) 
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Debt Service Schedule 

The debt service schedule for the Series 2005 Bonds is set forth below. 

Debt Service Schedule TABLE 4 
 

 Series 2005A Bonds   Taxable Series 2005B Bonds    Bond Year 
Ending  
   7/15    

Principal Interest Total Principal Interest Total Grand Total 

2005 $                0.00 $     661,395.56 $     661,395.56 $                0.00 $     411,804.66 $     411,804.66 $   1,073,200.21 
2006 0.00 6,435,200.00 6,435,200.00 0.00 4,006,748.00 4,006,748.00 10,441,948.00 
2007 0.00 6,435,200.00 6,435,200.00 0.00 4,006,748.00 4,006,748.00 10,441,948.00 
2008 0.00 6,435,200.00 6,435,200.00 0.00 4,006,748.00 4,006,748.00 10,441,948.00 
2009 0.00 6,435,200.00 6,435,200.00 0.00 4,006,748.00 4,006,748.00 10,441,948.00 
2010 0.00 6,435,200.00 6,435,200.00 2,150,000.00 4,006,748.00 6,156,748.00 12,591,948.00 
2011 0.00 6,435,200.00 6,435,200.00 2,320,000.00 3,909,998.00 6,229,998.00 12,665,198.00 
2012 0.00 6,435,200.00 6,435,200.00 2,500,000.00 3,802,814.00 6,302,814.00 12,738,014.00 
2013 0.00 6,435,200.00 6,435,200.00 2,690,000.00 3,686,814.00 6,376,814.00 12,812,014.00 
2014 0.00 6,435,200.00 6,435,200.00 2,895,000.00 3,557,694.00 6,452,694.00 12,887,894.00 
2015 0.00 6,435,200.00 6,435,200.00 3,120,000.00 3,416,707.50 6,536,707.50 12,971,907.50 
2016 0.00 6,435,200.00 6,435,200.00 3,350,000.00 3,263,827.50 6,613,827.50 13,049,027.50 
2017 0.00 6,435,200.00 6,435,200.00 3,600,000.00 3,092,977.50 6,692,977.50 13,128,177.50 
2018 0.00 6,435,200.00 6,435,200.00 3,860,000.00 2,909,377.50 6,769,377.50 13,204,577.50 
2019 0.00 6,435,200.00 6,435,200.00 4,140,000.00 2,712,517.50 6,852,517.50 13,287,717.50 
2020 0.00 6,435,200.00 6,435,200.00 4,435,000.00 2,501,377.50 6,936,377.50 13,371,577.50 
2021 0.00 6,435,200.00 6,435,200.00 4,745,000.00 2,275,192.50 7,020,192.50 13,455,392.50 
2022 0.00 6,435,200.00 6,435,200.00 5,075,000.00 2,026,080.00 7,101,080.00 13,536,280.00 
2023 0.00 6,435,200.00 6,435,200.00 5,425,000.00 1,759,642.50 7,184,642.50 13,619,842.50 
2024 0.00 6,435,200.00 6,435,200.00 5,800,000.00 1,474,830.00 7,274,830.00 13,710,030.00 
2025 0.00 6,435,200.00 6,435,200.00 6,185,000.00 1,170,330.00 7,355,330.00 13,790,530.00 
2026 0.00 6,435,200.00 6,435,200.00 6,600,000.00 845,617.50 7,445,617.50 13,880,817.50 
2027 0.00 6,435,200.00 6,435,200.00 7,045,000.00 495,157.50 7,540,157.50 13,975,357.50 
2028 5,225,000.00 6,435,200.00 11,660,200.00 2,280,000.00 121,068.00 2,401,068.00 14,061,268.00 
2029 8,140,000.00 6,173,950.00 14,313,950.00 0.00 0.00 0.00 14,313,950.00 
2030 8,685,000.00 5,766,950.00 14,451,950.00 0.00 0.00 0.00 14,451,950.00 
2031 9,265,000.00 5,332,700.00 14,597,700.00 0.00 0.00 0.00 14,597,700.00 
2032 9,875,000.00 4,869,450.00 14,744,450.00 0.00 0.00 0.00 14,744,450.00 
2033 10,510,000.00 4,375,700.00 14,885,700.00 0.00 0.00 0.00 14,885,700.00 
2034 11,190,000.00 3,850,200.00 15,040,200.00 0.00 0.00 0.00 15,040,200.00 
2035 11,900,000.00 3,290,700.00 15,190,700.00 0.00 0.00 0.00 15,190,700.00 
2036 12,620,000.00 2,725,450.00 15,345,450.00 0.00 0.00 0.00 15,345,450.00 
2037 13,370,000.00 2,126,000.00 15,496,000.00 0.00 0.00 0.00 15,496,000.00 
2038 14,200,000.00 1,457,500.00 15,657,500.00 0.00 0.00 0.00 15,657,500.00 
2039 14,950,000.00 747,500.00 15,697,500.00 0.00 0.00 0.00 15,697,500.00 

        

Total $129,930,000.00 $189,387,095.56 $319,317,095.56 $78,215,000.00 $63,467,567.66 $141,682,567.66 $460,999,663.21 

 

(Remainder of Page Intentionally Left Blank) 
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Initial Preferred Equity 

General 

The Developer has agreed in the Loan Agreement to contribute cash or other assets, aggregating 
$77,331,200, to finance in part the costs required to develop, construct, equip, furnish, and open the Hotel Project.  
The Initial Preferred Equity consists of the following: a $14,000,000 equity investment from the Operator and a 
$63,331,200 equity contribution from the limited partners of the Developer, consisting of an $11,000,000 equity 
investment from the Design/Builder, and a $52,331,200 equity investment from Marathon San Antonio Convention 
Center Hotel Partners, LLC, a Delaware limited liability company (“Marathon”) (collectively, the “Initial Preferred 
Equity”).  See “PARTICIPANTS IN THE HOTEL PROJECT — Developer,” “—Marathon,” and “—FaulknerUSA, 
Inc.” for a more detailed description of the Developer and the entities comprising the Developer. 

Initial Preferred Equity; Deposit of Initial Preferred Equity on the Closing Date  

On the Closing Date, the Trustee will receive approximately $14,428,721 (consisting of $14,000,000 in 
cash from the Operator and approximately $428,721 in cash from the Design/Builder).  Immediately following the 
closing and delivery of the Series 2005 Bonds, $1,500,000 of such amount will be deposited into the Operating 
Expense Reserve Fund as an initial cash balance, and $12,000,000 of such amount will be transferred to the 
Developer for distribution to Marathon in accordance with the provisions of the Developer Partnership Agreement.  
See “—Payment to Marathon on the Closing Date” below.  The remaining $928,721 of such amount received on the 
Closing Date will be deposited by the Trustee into the Investor Equity Account of the Construction Fund. 

Subsequent Deposit of Initial Preferred Equity during Construction 

The remaining $10,571,279 of the Design/Builder’s required Initial Preferred Equity will be credited to 
such Initial Preferred Equity amount by crediting the monthly amount of the accrued Design/Builder’s Fee due to 
the Design/Builder by the Developer pursuant to the Design/Build Agreement against the Design/Builder’s required 
Initial Preferred Equity amount until the aggregate of the credited amounts plus its cash equity investment made on 
the Closing Date total $11,000,000. 

Marathon’s portion of the required Initial Preferred Equity of $52,331,200 will be derived from drawings to 
be made by the Trustee on the dates, but not earlier than such dates, and in the respective amounts as set forth in the 
Marathon Letter of Credit being delivered by the Developer to the Trustee on the Closing Date. 

The Letter of Credit Bank selected to provide the Marathon Letter of Credit will be required to be rated 
“AA” or higher by Standard & Poor’s.  In the event of a ratings downgrade of the Letter of Credit Bank to “A” or 
lower and if Marathon does not replace the existing Letter of Credit Bank within thirty days, then the schedule for 
payment of Marathon’s portion of the Initial Preferred Equity would be accelerated.  The Marathon Letter of Credit 
would include as a condition to payment only the submission to the Letter of Credit Bank of a valid draw request 
from the Trustee.   

Payment to Marathon on the Closing Date 

As provided for in the Loan Agreement and the Indenture, the Trustee will, upon receipt of the Initial 
Preferred Equity and in consideration for Marathon providing the Marathon Letter of Credit and, without any further 
authorization, pay to Marathon the sum of $12,000,000 using cash from Initial Preferred Equity delivered to the 
Trustee on the Closing Date.  This transfer represents a one-time obligation of the Developer and subsequent to this 
transfer of $12,000,000, the Developer will have satisfied, in full, its obligation to pay Marathon the Marathon 
Equity Construction Period Return. 

Payment of Preferred Equity Return after Opening Date 

After the Opening Date the Developer and Operator will be eligible to receive the Preferred Equity Return 
pursuant to the Indenture as more fully described under “SECURITY AND SOURCES OF PAYMENT FOR THE 
SERIES 2005 BONDS—Other Funds and Accounts.” 
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MARKET STUDY AND FINANCIAL PROJECTIONS 

Summary of Market Study 

In connection with the issuance of the Series 2005 Bonds, HVS Convention, Sports & Entertainment 
Facilities Consulting, a Division of HVS International, Chicago, Illinois (“HVS”), prepared a Market Study with 
Financial Projections (the “Market Study”), dated as of April 1, 2005.  The Executive Summary of the Market 
Study, as prepared by HVS and included in the Market Study attached hereto as APPENDIX A, is summarized 
below.  References to the Market Study and Tables in this section are qualified in their entirety by reference to the 
complete copy of the Market Study attached as APPENDIX A. 

The subject of the Market Study is the Hotel Project to be located adjacent to the Convention Center in the 
City.  HVS has assumed an opening date of February 1, 2008 for the Hotel Project.  In addition to the rooms, it is 
assumed that the Hotel Project will offer approximately 75,550 square feet of on-site meeting and function space 
inclusive of a 32,700 square-foot grand ballroom, a three-meal, full service restaurant, two lounges, “Perks” coffee 
bar, a business center, a gift shop, a swimming pool and whirlpool, an exercise room, and back-of-the house 
facilities typically found in a hotel of this type.  See APPENDIX A for further detail of site factors and analysis of 
the proposed building. 

The downtown San Antonio hotel market continues to show strength over regionally competitive cities 
such as Houston and Dallas.  Dynamics include a popular national and international tourism and historic destination, 
as well as a world-class meetings and convention market; these allow the downtown San Antonio market to realize 
healthy occupancy levels despite weaker national economic conditions since late 2000 and 2001.  While the defined 
downtown market lacks significant levels of traditional corporate demand generators which are generally 
concentrated throughout suburban submarkets, a strong convention market associated with a popular leisure and 
tourist destination continues to bode well for downtown hotels; conversely, however, consistently mature occupancy 
levels and hotel demand has spurred vast development of new hotel supply throughout the downtown area within 
recent years. 

The Convention Center has realized production of strong convention room night figures since 1999, further 
assisting in the strength and growth of San Antonio as a premier meetings and convention destination which further 
fortifies an already strong tourism destination.  Between 1999 and 2000, the Convention Center produced between 
678,000 and 700,000 annual room nights; by 2002, the Convention Center’s strongest year, room night production 
reached 827,000 (rounded) room nights before a modest decline in 2003.  Year-end 2004 figures indicate increased 
levels of convention business compared to the prior year.  

Due to advance booking and cyclical booking patterns, the San Antonio meetings and convention room 
night production realized its strongest year in 2002.  While most markets suffered declines and constriction of 
tourism, travel, and convention demand levels attributed to factors such as an overall decline in convention travel 
following the terrorist attacks of September, 2001, and the economy’s contraction, the San Antonio area was able to 
sustain markedly strong performance.  However, in 2003, the center’s room night production declined by nearly 
15% following more national and regional fallout in convention travel and room night pick-up as well as heightened 
competition from other convention destinations in the nation, such as Chicago, Las Vegas, and Orlando.  
Additionally, nearby regional markets, which were not considered competitive in the meetings and convention 
market with San Antonio, came on-line with new and/or expanded convention facilities as well as headquarters hotel 
facilities.  These include Austin, Houston, and the Gaylord Texan in Grapevine, all with openings in late 2003 or 
early 2004.  See APPENDIX A for further details of convention trends. 

While hotel supply levels have remained generally stable throughout the defined, downtown competitive 
set throughout the historical period, there have been additions on the supply side, outside of the defined, downtown, 
full-service competitive set.  Positive demand levels associated with travel and tourism, as well as convention and 
meetings demand, have negated impacts relating to limited-service and extended-stay supply additions downtown in 
recent years.  However, the rather steady performance of the market leaders within the competitive set may begin to 
be compromised, especially in average rate growth, as lower-rated, limited-service hotels continue to enter the 
inventory.  The “Historical Supply and Demand Trends (STR)” table in APPENDIX A illustrates the historical 
market supply and demand trends. 
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The salability of the San Antonio market as a whole as well as the Convention Center has been challenged 
by the increased competitive environment, on a regional basis, as well as the lack of an adjacent headquarters hotel.  
The 1.3 million total square feet at the Convention Center includes the addition of 220,000 square feet of contiguous 
exhibit space and the addition of the 40,000-square-foot Ballroom C as recently as May 2001.  While the 
Convention Center realizes consistent and adequate utilization, increased competition relating to the presence of new 
and/or expanded convention facilities and convention headquarters hotel projects may negatively impact the 
salability and utilization of the center in the future.  The “Factors in Choosing an Association Meeting Location and 
Facility” table in APPENDIX A summarizes the factors cited as important by meeting planners when choosing a 
destination and a host hotel within that destination. 

Although the San Antonio Convention and Visitors Bureau markets the Convention Center with a group of 
adjacent hotels, the overall availability of room blocks has at times limited the ability to provide a competitive 
convention room block.  Unlike existing hotels, the proposed headquarters hotel would be contractually obligated to 
provide convention center room blocks through a room blocking commitment agreement.  At the time of the Market 
Study, a Room Blocking Agreement between the Developer and the City is in draft form.  See “OPERATION OF 
THE HOTEL PROJECT - Room Blocking Agreement” for a summary of the terms thereof.  Without the 
development of the proposed Hotel Project, the City will soon be one of a select few cities without a designated, 
adjacent headquarters hotel.  The “Hotel Presence in Competitive Convention Cities” table in APPENDIX A 
illustrates this issue. 

Downtown San Antonio and corresponding convention demand levels have already begun to face stiffer 
competition, as the Gaylord Texan opened in early April 2004 in Grapevine, Texas, with 1,500 guestrooms and over 
400,000 square feet of meeting and exhibition space.  Additionally, the 800-room Hilton Austin opened in 2004 with 
approximately 60,000 square feet of onsite meeting and function space adjacent to the expanded Austin Convention 
Center, while the 1,200-room Hilton Americas Houston opened within a similar time frame adjacent to the 
George R. Brown Convention Center in Houston. 

While the presence of a headquarters hotel downtown would lessen the impact of the Gaylord Texan and 
other regional headquarters hotel openings described above, the lack of a headquarters hotel is not the only factor 
limiting the center’s ability to attract convention events.  Now that headquarters hotels are becoming more the norm 
nationwide, rather than the exception to the norm, meeting planners are placing an increasingly greater emphasis on 
other complementary factors, such as the attractiveness of the convention experience within the local neighborhood.  
The downtown San Antonio market has benefited in the past from its focus as a national and international tourism 
destination inclusive of historical and cultural enhancements throughout the downtown tourist district.  Its ability to 
attract tourism is on par with similar successful convention cities such as Chicago, New Orleans, and San Diego. 

These factors, as well as the demonstrated levels of turn-away demand presented by the San Antonio 
Convention and Visitors Bureau and examples of other headquarters hotel openings, are utilized in the development 
of HVS’s induced demand estimate.  See APPENDIX A for HVS’s estimates of occupancy and average room rate. 

The Market Study details HVS’s income and expense projection, which is based on a review of comparable 
operations and local market revenue and expense factors.  HVS also took into consideration the living wage 
requirement of the Hotel Project.  For tables setting forth HVS’s projections which include, (i) a detailed forecast 
through the fifth projection year, including amounts per available room (PAR) and per occupied room (POR); and 
(ii) a summary forecast through the tenth projection year see APPENDIX A.  The “Detailed Forecast of Income and 
Expense, Proposed Headquarters Hotel, San Antonio, Texas” table and the “Summary Forecast of Income and 
Expense, Proposed Headquarters Hotel, San Antonio, Texas” table, each in APPENDIX A, pertain to fiscal 
operating years beginning February 1, 2008, and are expressed in inflation adjusted dollars for each year.  

Investors considering purchase of the Series 2005 Bonds are urged to carefully review the Market Study in 
its entirety.  Although the Issuer believes the assumptions underlying the forecasts included in the Market Study are 
reasonable, investors are cautioned that there may be differences between the forecasted and actual results.  There 
are a number of factors which may cause actual results to vary from forecasts and any such variation may be 
material.  See “RISK FACTORS.” 
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Financial Projections and Debt Service Coverage 

This portion of the Official Statement contains financial data taken from or based upon the information 
contained in the Market Study attached hereto as APPENDIX A. 

The table set forth below summarizes the Net Income projections, the estimated annual Debt Service 
requirements for the Series 2005 Bonds, the projected Debt Service coverage for each series of the Series 2005 
Bonds, and projected balances of certain funds held by the Trustee. 

The Net Income projections are identical to and were copied from the Market Study attached as 
APPENDIX A except for the modifications and assumptions described in the following paragraph.  While HVS 
believes such assumptions are reasonable, the achievement of such assumptions cannot be guaranteed and actual 
results could vary significantly.  Investors are advised to review carefully the Market Study in its entirety.  See 
APPENDIX A, “Market Study and Financial Projections.” 

In addition to the assumptions set forth in the Market Study, the following table assumes (i) the first 
Operating Year represents 322 days (See Note 1 to Table 5) and (ii) interest income generated by the accounts 
within the Debt Service Reserve Fund at a rate of 4.5% per annum.  There can be no assurance that amounts on 
deposit in such funds and accounts can be invested at such assumed rates for the entire Forecast Period.  The table 
details the projected payment of revenues into the various funds, in accordance with the priority of deposits set forth 
in the Indenture.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS—Flow of 
Funds” and “FORWARD LOOKING STATEMENTS.” 

 

(Remainder of Page Intentionally Left Blank) 
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Projected Cash Flow Summary City of San Antonio, Texas Convention Center Hotel  TABLE 5 

 

 
 

CITY OF SAN ANTONIO, TEXAS CONVENTION CENTER HOTEL FINANCE CORPORATION
Contract Revenue Empowerment Zone Bonds, Series 2005A  (AMT Bonds) & Contract Revenue Bonds, Taxable Series 2005B
Operating Statistics and Forcasted Revenues, Expenditures, Net Income and Coverage Ratios
for the Years Ending December 31, as shown
OPERATING STATISTICS: 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Available Rooms (Daily) 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000 1,000
Available Rooms (Annually) 326,472 365,000 365,000 365,000 365,000 365,000 365,000 365,000 365,000 365,000
Occupied Rooms (Annually) 215,472 259,150 273,750 277,400 277,400 277,400 277,400 277,400 277,400 277,400
Occupancy Percentage 66.00% 71.00% 75.00% 76.00% 76.00% 76.00% 76.00% 76.00% 76.00% 76.00%
Average Room Rate $155.79 $162.11 $169.48 $175.28 $180.53 $185.95 $191.53 $197.27 $203.19 $209.29
Revenue Per Occupied Room (RevPAR) $102.82 $115.09 $127.11 $133.21 $137.21 $141.32 $145.56 $149.93 $154.43 $159.06

($000s)
REVENUES:
   Rooms $33,509 $42,010 $46,396 $48,621 $50,080 $51,582 $53,130 $54,724 $56,366 $58,056
   Food/Beverage 15,075 18,343 19,678 20,470 21,084 21,717 22,368 23,039 23,730 24,442
   Telephone 799 983 1,064 1,109 1,142 1,176 1,212 1,248 1,285 1,324
   Garage/Parking 536 630 660 682 703 724 746 768 791 815
   Other Income 1,874 2,207 2,309 2,388 2,460 2,534 2,610 2,688 2,769 2,852
      Total Revenues $51,794 $64,173 $70,107 $73,270 $75,469 $77,733 $80,066 $82,467 $84,941 $87,489

DEPARTMENTAL EXPENSES:
   Rooms $8,280 $9,817 $10,330 $10,697 $11,018 $11,348 $11,689 $12,039 $12,400 $12,772
   Food/Beverage 11,188 13,207 13,850 14,329 14,759 15,202 15,658 16,127 16,611 17,110
   Telephone 673 796 836 865 891 918 945 973 1,003 1,033
   Garage/Parking 345 399 411 423 436 449 462 476 490 505
  Other Expenses 1,061 1,231 1,274 1,313 1,353 1,393 1,435 1,478 1,523 1,568

      Total Departmental Expenses $21,548 $25,450 $26,701 $27,627 $28,457 $29,310 $30,189 $31,093 $32,027 $32,988

DEPARTMENTAL INCOME: $30,247 $38,723 $43,406 $45,643 $47,012 $48,423 $49,877 $51,374 $52,914 $54,501

UNDISTRIBUTED OPERATING EXPENSES:
  Administration & General $3,399 $3,986 $4,164 $4,305 $4,434 $4,567 $4,704 $4,845 $4,990 $5,140
  Marketing Fees 4,369 5,124 5,354 5,534 5,700 5,871 6,048 6,229 6,416 6,608
  Property Operations & Maintenance 2,428 2,847 2,974 3,075 3,167 3,262 3,360 3,461 3,564 3,671
  Energy 1,553 1,822 1,904 1,968 2,027 2,088 2,150 2,215 2,281 2,350

      Total Deductions $11,749 $13,779 $14,396 $14,882 $15,328 $15,788 $16,262 $16,750 $17,251 $17,769

HOUSE PROFIT $18,497 $24,944 $29,010 $30,761 $31,684 $32,635 $33,615 $34,624 $35,663 $36,732

OTHER DEDUCTIONS
Management Fees $1,327 $1,925 $2,454 $2,564 $2,641 $2,721 $2,802 $2,886 $2,973 $3,062
Property Taxes 2,582 2,686 2,726 2,767 2,850 2,936 3,024 3,114 3,208 3,304
Insurance 724 835 860 886 912 939 968 997 1,027 1,057
Reserve for Replacement 518 1,230 2,045 2,198 2,956 3,109 3,203 3,299 3,398 3,500

Total $5,151 $6,676 $8,085 $8,415 $9,359 $9,705 $9,997 $10,296 $10,606 $10,923

NET INCOME (1) $13,347 $18,268 $20,925 $22,346 $22,325 $22,930 $23,618 $24,328 $25,057 $25,809

INVESTMENT EARNINGS: (2)
   Debt Service Reserve Fund - Empowerment Zone Bonds $53 $114 $114 $114 $114 $114 $114 $114 $114 $114
   Debt Service Reserve Fund - Taxable Bonds 18 39 39 39 39 39 39 39 39 39
      Total Investment Earnings $71 $153 $153 $153 $153 $153 $153 $153 $153 $153

TOTAL HOTEL REVENUES AVAILABLE FOR DEBT SERVICE $13,417 $18,421 $21,078 $22,499 $22,478 $23,083 $23,771 $24,481 $25,210 $25,962

EMPOWERMENT ZONE BONDS DEBT SERVICE:
   Gross Debt Service $6,435 $6,435 $6,435 $6,435 $6,435 $6,435 $6,435 $6,435 $6,435 $6,435
   Less: Capitalized Interest 3,879 0 0 0 0 0 0 0 0 0
    Net Empowerment Zone Debt Service $2,556 $6,435 $6,435 $6,435 $6,435 $6,435 $6,435 $6,435 $6,435 $6,435

TAXABLE BONDS DEBT SERVICE:
   Gross Debt Service $4,007 $4,998 $6,191 $6,264 $6,337 $6,412 $6,491 $6,572 $6,650 $6,728
   Less: Capitalized Interest 2,415 0 0 0 0 0 0 0 0 0
      Net Taxable Debt Service $1,592 $4,998 $6,191 $6,264 $6,337 $6,412 $6,491 $6,572 $6,650 $6,728

TOTAL DEBT SERVICE $4,148 $11,433 $12,626 $12,699 $12,772 $12,847 $12,927 $13,007 $13,086 $13,163

TOTAL CASH FLOW AFTER DEBT SERVICE $9,269 $6,988 $8,453 $9,800 $9,706 $10,236 $10,844 $11,474 $12,125 $12,799

CASH FLOW AVAILABLE FOR DISTRIBUTION $9,269 $6,988 $8,453 $9,800 $9,706 $10,236 $10,844 $11,474 $12,125 $12,799

PREFERRED EQUITY RETURN FUND (12%) (3) $8,291 $6,988 $8,453 $9,800 $9,706 $9,923 $10,484 $9,605 $9,280 $9,280

BASIC RENTAL FUND (4) $0 $0 $0 $0 $0 $313 $361 $371 $382 $394

CITY TAX CONTRIBUTION REPAYMENT FUND $0 $0 $0 $0 $0 $0 $0 $0 $0 $0

SURPLUS REVENUE FUND $978 $0 $0 $0 $0 $0 $0 $1,497 $2,462 $3,125

INCENTIVE OPERATOR FEE FUND (5) $0 $0 $0 $0 $0 $0 $0 $225 $369 $469

REVENUE SHARING FUND:
   Developer Revenue Share (90%) $881 $0 $0 $0 $0 $0 $0 $1,145 $1,884 $2,391
   City Revenue Share (10%) 98 0 0 0 0 0 0 127 209 266
      Total Revenue Sharing $978 $0 $0 $0 $0 $0 $0 $1,273 $2,093 $2,656

SUMMARY OF TAX REVENUES
State HOT Revenues (Room Revs x 6%) $2,011 $2,521 $2,784 $2,917 $3,005 $3,095 $3,188 $3,283 $3,382 $3,483
State Sales Tax Revenues (Food & Bev, Telephone and Parking x 6.25%) 1,026 1,247 1,338 1,391 1,433 1,476 1,520 1,566 1,613 1,661
Local HOT Revenues (Room Revs x 7%) 2,346 2,941 3,248 3,403 3,506 3,611 3,719 3,831 3,946 4,064
Expansion HOT Revenues (City-wide) (6) 11,818 12,211 12,526 12,803 13,069 13,340 13,617 13,617 13,617 13,617

      Total Tax Revenues $17,200 $18,920 $19,895 $20,515 $21,012 $21,522 $22,044 $22,297 $22,558 $22,826

DEBT SERVICE COVERAGE ANALYSIS
Debt Service Coverage (7) 3.23 1.61 1.67 1.77 1.76 1.80 1.84 1.88 1.93 1.97
Debt Service Coverage with State Tax Revenues (8) 3.97 1.94 2.00 2.11 2.11 2.15 2.20 2.25 2.31 2.36
Debt Service Coverage with State & Local HOT Revenues (9) 4.53 2.20 2.25 2.38 2.38 2.43 2.49 2.55 2.61 2.67
Debt Service Coverage with State, Local HOT & Expansion HOT Revenues (10) 7.38 3.27 3.25 3.39 3.41 3.47 3.54 3.60 3.65 3.71

NOTES:
(1) As provided by HVS through 2017.  First Operating Year Represents 322 day Period.
(2) Assumes Interest Earnings of 4.14% for the Debt Service Reserve Funds.
(3) Equal to the Preferred Return Rate Times Total Equity Contribution Plus Any Accrued Preferred Return Owed.
(4) Basic Rental of $350,000 Beginning Five Lease Years after Opening Year and Escalating at 3.0% Thereafter.  2013 Basic Rental Fee is pro-rated to a 322 day Period.
(5) Incentive Operator Fee, when Net Income is greater than $24,000,000, is Equal to 15% of the Cash Flow Available for Distribution less the Preferred Equity Return less Basic Rental.
(6) Please see Table 6 of the Official Statement for a detailed description.
(7) Total Hotel Revenues Available for Debt Service divided by Total Debt Service.
(8) Total Hotel Revenues Available for Debt Service Plus State Tax Revenues divided by Total Debt Service.
(9) Total Hotel Revenues Available for Debt Service Plus State and Local HOT Revenues divided by Total Debt Service.
(10) Total Hotel Revenues Available for Debt Service Plus State, Local HOT and Expansion HOT Revenues divided by Total Debt Service.
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Projected City Tax Revenues for Credit Support 

This portion of the Official Statement contains financial projections of the City Tax Revenues available for 
payment of Debt Service for the Series 2005 Bonds, to the extent that Net Operating Revenues are insufficient 
during any month to fully fund the amount required to be deposited into the Debt Service Fund after making the 
required transfers of funds described in the Indenture.  Since all projections are based on estimates and assumptions 
which are inherently subject to uncertainty and variations depending on future events, there are likely to be 
differences between the projections and actual results and the differences may be material.  See “FORWARD 
LOOKING STATEMENTS.” 

Projected Available City Tax Revenues for Credit Support of Debt Service TABLE 6 

 Project Specific Revenues   

Fiscal 
Year Ending 

9/30 

6.00% 
St 

ate HOT 
Revenue 

6.25% 
State Sales Tax

Revenue 

7.00% 
Local HOT 

Revenue 

Total Hotel 
Project 
Specific 
Revenue 

Citywide  
2.00% Expansion 
HOT Revenues* 

Combined 
Total 

City Tax 
Revenues  

2005     $10,505,009  $10,505,009 
2006     10,715,110 10,715,110 
2007     10,929,412 10,929,412 
2008 $2,010,568  $1,025,643 $2,345,663 $5,381,874 11,818,189 17,200,063 
2009 2,520,600 1,247,250 2,940,700 6,708,550 12,211,160 18,919,710 
2010 2,783,760 1,337,625 3,247,720 7,369,105 12,526,299 19,895,404 
2011 2,917,260 1,391,313 3,403,470 7,712,043 12,802,767 20,514,810 
2012 3,004,800 1,433,063 3,505,600 7,943,463 13,068,554 21,012,017 
2013 3,094,920 1,476,063 3,610,740 8,181,723 13,339,933 21,521,656 
2014 3,187,800 1,520,375 3,719,100 8,427,275 13,617,059 22,044,334 
2015 3,283,440 1,565,938 3,830,680 8,680,058 13,617,059 22,297,117 
2016 3,381,960 1,612,875 3,945,620 8,940,455 13,617,059 22,557,514 
2017 3,483,360 1,661,313 4,063,920 9,208,593 13,617,059 22,825,652 
2018 368,752 175,868 4,185,838 4,730,458 13,617,059 18,347,517 
2019   4,311,413 4,311,413 13,617,059 17,928,472 
2020   4,440,755 4,440,755 13,617,059 18,057,814 
2021   4,573,978 4,573,978 13,617,059 18,191,037 
2022   4,711,197 4,711,197 13,617,059 18,328,256 
2023   4,852,533 4,852,533 13,617,059 18,469,592 
2024   4,998,109 4,998,109 13,617,059 18,615,168 
2025   5,148,052 5,148,052 13,617,059 18,765,111 
2026   5,302,494 5,302,494 13,617,059 18,919,553 
2027   5,461,569 5,461,569 13,617,059 19,078,628 
2028   5,625,416 5,625,416 13,617,059 19,242,475 
2029   5,794,178 5,794,178 13,617,059 19,411,237 
2030   5,968,004 5,968,004 13,617,059 19,585,063 
2031   6,147,044 6,147,044 13,617,059 19,764,103 
2032   6,331,455 6,331,455 13,617,059 19,948,514 
2033   6,521,399 6,521,399 13,617,059 20,138,458 
2034   6,717,041 6,717,041 13,617,059 20,334,100 
2035   6,918,552 6,918,552 13,617,059 20,535,611 
2036   7,126,108 7,126,108 13,617,059 20,743,167 
2037   7,339,892 7,339,892 13,617,059 20,956,951 
2038   7,560,088 7,560,088 13,617,059 21,177,147 
2039 __________ __________ 7,786,891 7,786,891 13,617,059 21,403,950 

Total $30,037,220  $14,447,326 $162,435,219 $206,919,765 $461,959,967  $668,879,732 
 
* Citywide Available 2.00% Expansion HOT, as reported from the City of San Antonio for fiscal year 2004, grown at 2.00% 

through 2014 and includes the incremental 2.00% Expansion HOT Tax derived from the proposed project. 
 



 

22 

 THE SERIES 2005 BONDS 

Authorization 

The Series 2005 Bonds will be issued by the Issuer pursuant to the laws of the State of Texas, particularly 
Subchapter A of Chapter 1504, Texas Government Code; Subchapter B of Chapter 351, Texas Tax Code; 
Subchapter D of Chapter 431, Texas Transportation Code (collectively, the “Act”); the Indenture and a resolution of 
the Issuer authorizing the issuance of the Series 2005 Bonds and an ordinance of the City consenting to and 
approving the issuance of the Series 2005 Bonds.  Additionally, the Series 2005A Bonds will be issued as 
Empowerment Zone Bonds pursuant to 26 U.S.C. § 1394.  Proceeds of the Series 2005 Bonds will be used as set 
forth in “PLAN OF FINANCE – Estimated Sources and Uses of Funds.” 

Description 

The Series 2005 Bonds are limited obligations of the Issuer payable from the Trust Estate in accordance 
with the Indenture.  The Series 2005 Bonds are payable by the Issuer primarily from the Net Operating Revenues 
generated from the Hotel Project, and from certain amounts held by the Trustee under the Indenture.  The City has 
agreed to pledge or grant, pursuant to the Economic Development Agreement, the City Tax Revenues in the event 
that Net Operating Revenues received by the Developer from the operation of the Hotel Project due to the Issuer 
under the Loan Agreement during any month are insufficient to fully fund the Debt Service Fund for payment of the 
principal of and the interest then due on the Series 2005 Bonds as provided under the Indenture.  See “SECURITY 
AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS—Economic Development Agreement.”  

As additional security for payment of the Series 2005 Bonds, the Developer will grant a lien on, and a 
security interest in, all of its interest in the Ground Lease and the Hotel Project held at closing or thereafter acquired 
in favor of the Issuer pursuant to the Deed of Trust.  The Issuer will assign its interest in the Deed of Trust to the 
Trustee for the benefit of the Bondholders pursuant to the Assignment Agreement.  See “SECURITY AND 
SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS—Deed of Trust” and “—Assignment Agreement.”  

The Series 2005 Bonds will be dated May 15, 2005, and will be issued in fully registered form in 
denominations of $5,000 or integral multiples thereof.  Interest due and payable on the Series 2005 Bonds on any 
Debt Service Payment Date will be paid to the person who is the Registered Owner as of the Record Date.  Each 
Series 2005 Bond will bear interest from the Debt Service Payment Date that is, or immediately precedes, the date of 
authentication thereof unless such date of authentication is on or before July 15, 2005, in which event such Series 
2005 Bond will bear interest from the Closing Date of the Series 2005 Bonds.  In no event will the interest rate 
borne by the Series 2005 Bonds exceed the maximum “net effective interest rate,” as defined and calculated in 
accordance with the terms of Chapter 1204, Texas Government Code. 

The Series 2005 Bonds will initially be issued in book-entry only form and will be registered in the name of 
Cede & Co., as nominee of DTC.  Purchases of the Series 2005 Bonds will be made in book-entry form through 
DTC Participants (defined below).  No physical delivery of Series 2005 Bonds will be made to purchasers of the 
Series 2005 Bonds unless the book-entry only system of registration is discontinued.  Payments on the Series 2005 
Bonds will be made to Bondholders by DTC through DTC Participants.  See “APPENDIX C—Book-Entry Only 
System.” 

The Series 2005 Bonds will bear interest at the interest rates as set forth on the inside front cover pages 
hereof payable semiannually on January 15 and July 15 of each year, commencing July 15, 2005 (each a “Debt 
Service Payment Date”).  If interest on the Series 2005 Bonds is in default, Series 2005 Bonds issued in exchange 
for Series 2005 Bonds surrendered for transfer or exchange will bear interest from the Debt Service Payment Date to 
which interest has been paid.  Interest on the Series 2005 Bonds will be calculated on the basis of a 360-day year 
consisting of twelve 30-day months. 

Optional Redemption Provisions 

Optional Redemption of the Series 2005A Bonds 

The Series 2005A Bonds maturing on and after July 15, 2016 are subject to redemption at the option of the 
Issuer, but only with the City’s and the Developer’s prior written consent, in whole or in part on July 15, 2015, or 
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any date thereafter from any legally available funds, at a Redemption Price equal to the principal amount of Series 
2005A Bonds called for redemption, plus accrued interest with respect thereto to the date fixed for redemption. 

Optional Redemption of Taxable Series 2005B Bonds 

The Taxable Series 2005B Bonds are subject to redemption at the option of the Issuer, but only with the 
City’s and the Developer’s prior written consent, in whole or in part on any date from any legally available funds, at 
a Redemption Price equal to the greater of: 

(a) 100% of the principal amount of the Taxable Series 2005B Bonds to be redeemed; or 

(b) the sum of the present values of the remaining scheduled payments of principal and interest on the 
Taxable Series 2005B Bonds to be redeemed (exclusive of interest accrued to the date fixed for 
redemption) discounted to the date of redemption on a semiannual basis (assuming a 360-day year 
consisting of twelve 30-day months) at the Treasury Rate plus 12.50 basis points. 

 Each plus accrued and unpaid interest on the Taxable Series 2005B Bonds being redeemed to the  
  date fixed for redemption. 

For purposes of determining the Treasury Rate, the following definitions will apply: 

“Treasury Rate” means, with respect to any redemption date for a particular Taxable Series 2005B Bond, 
the rate per annum, expressed as a percentage of the principal amount equal to the semiannual equivalent yield to 
maturity or interpolated maturity of the Comparable Treasury Issue, assuming that the Comparable Treasury is 
purchased on the redemption date for a price equal to the Comparable Treasury Price, as calculated by the 
Designated Investment Banker. 

“Comparable Treasury Issue” means, with respect to any redemption date for a particular Taxable Series 
2005B Bond, the United States Treasury security or securities selected by the Designated Investment Banker which 
has an actual or interpolated maturity comparable to the remaining average life of the applicable Taxable Series 
2005B Bond to be redeemed, and that would be utilized in accordance with customary financial practice in pricing 
new issues of debt securities of comparable maturity to the remaining average life of the Taxable Series 2005B 
Bond to be redeemed. 

“Comparable Treasury Price” means, with respect to any redemption date for a particular Taxable Series 
2005B Bond, (1) if the Designated Investment Banker receives at least four Reference Treasury Dealer Quotations, 
the average of such quotations for such redemption date, after excluding the highest and lowest Reference Treasury 
Dealer Quotations, or (2) if the Designated Investment Banker obtains fewer than four such Reference Treasury 
Dealer Quotations, the average of all such quotations. 

“Designated Investment Banker” means one of the Reference Treasury Dealers appointed by the Issuer. 

“Reference Treasury Dealer” means, Citigroup Global Markets, Inc. and its respective successors and three 
other firms, specified by the Issuer from time to time, that are primary U.S. Government securities dealers in the 
City of New York (each a “Primary Treasury Dealer”); provided, however, that if any of them ceases to be a 
Primary Treasury Dealer, the Issuer shall substitute another Primary Treasury Dealer. 

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury Dealer and any 
redemption date for a particular Taxable Series 2005B Bond, the average, as determined by the Designated 
Investment Banker, of the bid and asked prices for the Comparable Treasury Issue (expressed in each case as a 
percentage of its principal amount) quoted in writing to the Designated Investment Banker by such Reference 
Treasury Dealer at 3:30 p.m., New York City time, on the third business day preceding such redemption date. 

The Trustee has no responsibility for determining the component of the Redemption Price described in 
clause (b) above and the Trustee is entitled to conclusively rely on the amount calculated for such component by the 
Designated Investment Banker appointed by the Issuer. 
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Notice to Trustee and Bond Insurer; Redemption Funds Required To Be On Deposit  

In the case of any redemption of the Series 2005 Bonds at the option of the Issuer, an Authorized Issuer 
Representative will give written notice to the Trustee and the Bond Insurer of its election or direction so to redeem, 
of the Redemption Date of the Series 2005 Bonds, and of the principal amounts of the Series 2005 Bonds of each 
maturity of such Series to be redeemed (which Series, maturities, and principal amounts thereof to be redeemed will 
be determined by the Issuer and approved in writing by the City and the Developer, subject to any limitations with 
respect thereto as are contained in the Indenture).  Such notice will be given at least ten Business Days prior to the 
date on which notice of redemption is required to be given to the Registered Owners of the Series 2005 Bonds to be 
redeemed.  Prior to any notice of redemption being given as described below under “—Notice of Redemption,” there 
will be paid to the Trustee for deposit into the appropriate Account of the Debt Service Fund an amount which, in 
addition to other money, if any, available therefor held by the Trustee, will be sufficient to redeem on the 
Redemption Date at the Redemption Price, plus interest accrued and unpaid to the Redemption Date, all of the 
Series 2005 Bonds called for redemption.   

Selection of Bonds to be Redeemed 

Except as otherwise specified in the Indenture, the Series 2005 Bonds subject to optional redemption will 
be selected in such order of maturity and from such Series 2005 Bonds as the Issuer, with the written consent of the 
City and the Developer, may direct.  If less than all of the Series 2005 Bonds of a single maturity within the same 
Series are to be redeemed, the Series 2005 Bonds of such Series to be redeemed will be selected by lot or other 
random method by the Trustee in such a manner as the Trustee may determine unless otherwise provided by the 
Supplemental Indenture authorizing that Series of Refunding Bonds; provided, however, that the portion of any 
Series 2005 Bond of a denomination greater than the minimum Authorized Denomination for the Series 2005 Bonds 
to be redeemed will be redeemed in part only in Authorized Denomination and that, in selecting portions of the 
Series 2005 Bonds for redemption, the Trustee will treat each Series 2005 Bond as representing that number of 
Series 2005 Bonds of the minimum Authorized Denomination for such Series which is obtained by dividing the 
principal amount of such Series 2005 Bond to be redeemed in part by the minimum Authorized Denomination for 
such Series.  In case of any partial redemption during the continuance of an Event of Default, such redemption will 
be applied on a pro rata basis to all Outstanding Bonds of the Series 2005 Bonds called for redemption, without 
differentiation by maturity or within a maturity.  

 

(Remainder of Page Intentionally Left Blank) 
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Mandatory Sinking Fund Redemption Provisions 

Mandatory Sinking Fund Redemption of Series 2005A Bonds 

The Series 2005A Bonds maturing on July 15 in the years 2034, 2036, and 2039 (the “Series 2005A Term 
Bonds”) are subject to mandatory redemption prior to maturity in part by lot, at a price equal to the principal amount 
thereof plus accrued interest to the date of redemption, on the dates and in the respective principal amounts shown 
on the following tables: 

 
SERIES 2005A TERM BOND 
MATURING JULY 15, 2034 

Mandatory 
Redemption Date 

Redemption 
Amount 

 July 15, 2028  $ 5,225,000 

 July 15, 2029  $ 8,140,000 

 July 15, 2030  $ 8,685,000 

 July 15, 2031  $ 9,265,000 

 July 15, 2032  $ 9,875,000 

 July 15, 2033  $ 10,510,000 

 July 15, 2034 (maturity)  $ 11,190,000 

   

  

SERIES 2005A TERM BOND 
 MATURING JULY 15, 2036 

Mandatory 
Redemption Date 

Redemption 
Amount 

 July 15, 2035   $11,900,000 

             July 15, 2036 (maturity)  $12,620,000 

  

 

SERIES 2005A TERM BOND 
 MATURING JULY 15, 2039 

Mandatory 
Redemption Date 

Redemption 
Amount 

July 15, 2037  $13,370,000 

July 15, 2038  $14,200,000 

July 15, 2039 (maturity)  $14,950,000 

The principal amount of the Series 2005A Term Bonds required to be redeemed pursuant to the operation 
of such mandatory redemption requirements will be reduced by the principal amount of any such Series 2005A 
Term Bond which, prior to the date of the mailing of notice of such mandatory redemption, (i) have been acquired 
by the Issuer and delivered to the Trustee for cancellation, (ii) have been purchased and canceled by the Trustee at 
the request of the Issuer, or (iii) have been redeemed pursuant to the optional redemption provisions described above 
under “—Optional Redemption Provisions” or any extraordinary mandatory redemption described below under “—
Extraordinary Mandatory Redemption Provisions” and not theretofore credited against a mandatory redemption 
requirement.  
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Mandatory Sinking Fund Redemption of Taxable Series 2005B Bonds  

The Taxable Series 2005B Bonds maturing on July 15 in the years 2020, 2025, and 2028 (the “Taxable 
Series 2005B Term Bonds”) are subject to mandatory redemption prior to maturity in part on a pro rata basis as 
further described below, at a price equal to the principal amount thereof plus accrued interest to the date of 
redemption, on the dates and in the respective principal amounts shown below: 

 

TAXABLE SERIES 2005B TERM BOND 
 MATURING JULY 15, 2020 

Mandatory 
Redemption Date 

Redemption 
Amount 

July 15, 2016 $3,350,000 

July 15, 2017 $3,600,000 

July 15, 2018 $3,860,000 

July 15, 2019 $4,140,000 

July 15, 2020  (maturity) $4,435,000 

 

TAXABLE SERIES 2005B TERM BOND 
 MATURING JULY 15, 2025 

Mandatory 
Redemption Date 

Redemption 
Amount 

July 15, 2021 $4,745,000 

July 15, 2022 $5,075,000 

July 15, 2023 $5,425,000 

July 15, 2024 $5,800,000 

July 15, 2025 (maturity) $6,185,000 

 

 

TAXABLE SERIES 2005B TERM BOND 
 MATURING JULY 15, 2028 

Mandatory 
Redemption Date 

Redemption 
Amount 

July 15, 2026 $6,600,000 

July 15, 2027 $7,045,000 

 July 15, 2028 (maturity) $2,280,000 

The principal amount of the Taxable Series 2005B Term Bonds required to be redeemed pursuant to the 
operation of such mandatory redemption requirements will be reduced by the principal amount of any such Taxable 
Series 2005B Term Bond which, prior to the date of the mailing of notice of such mandatory redemption, (i) have 
been acquired by the Issuer and delivered to the Trustee for cancellation, (ii) have been purchased and canceled by 
the Trustee at the request of the Issuer, or (iii) have been redeemed pursuant to the optional redemption provisions 
described above under “—Optional Redemption Provisions” or any extraordinary mandatory redemption described 
below under “—Extraordinary Mandatory Redemption Provisions” and not theretofore credited against a mandatory 
redemption requirement.  

The Taxable Series 2005B Term Bonds will be called for redemption on a pro rata basis determined by 
(i) dividing the principal amount of the Taxable Series 2005B Term Bonds of the maturity to be redeemed on a 
mandatory sinking fund redemption date by the total principal amount of such maturity of the Taxable Series 2005B 
Term Bonds then Outstanding, and (ii) multiplying such quotient by the principal amount of such maturity of 
Taxable Series 2005B Term Bonds held by each Registered Owner, or as long as the Taxable Series 2005B Term 
Bonds are held in a book-entry-only system, by each “Beneficial Owner” (as defined in APPENDIX C hereof).  It is 
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expected that DTC will implement procedures that will enable such pro rata redemption of the respective Taxable 
Series 2005B Term Bonds. 

Extraordinary Mandatory Redemption Provisions 

The Series 2005 Bonds are subject to extraordinary mandatory redemption in whole or in part on the 
earliest date following the date for which notice of redemption can be given as provided in the Indenture, at a price 
equal to the principal amount of Series 2005 Bonds to be redeemed plus interest accrued thereon to the date fixed for 
redemption, without premium, upon the occurrence of the following events: 

Mandatory Redemption with Excess Series 2005A Bond Proceeds 

Upon receipt by the Trustee of the certificate of the Construction Monitor as described in the Loan 
Agreement, to the extent the amount remaining in the Series 2005A Project Account is at least $100,000, the Trustee 
will transfer the amount remaining in the Series 2005A Project Account to the Tax-Exempt Account of the Debt 
Service Fund, which funds will be used to redeem Series 2005A Bonds. 

Mandatory Redemption with Excess Taxable Series 2005B Bond Proceeds  

Upon receipt by the Trustee of the certificate of the Construction Monitor as described in the Loan 
Agreement, to the extent the amount remaining in the Taxable Series 2005B Project Account is at least $100,000, 
the Trustee will transfer the amount remaining in the Taxable Series 2005B Project Account to the Taxable Account 
of the Debt Service Fund, which funds will be used to redeem Taxable Series 2005B Bonds. 

Mandatory Redemption from Funds on Deposit in Insurance and Condemnation Proceeds Fund 

The Series 2005 Bonds are subject to mandatory redemption, in whole or in part, in authorized 
denominations and pro rata by Series, at a redemption price equal to the principal amount thereof plus accrued 
interest to, but not including, the redemption date which shall be a Business Day determined by the Trustee which 
will permit the Trustee to provide notice of redemption in accordance with the Indenture and which occurs no later 
than 60 days after funds are deposited into the Insurance and Condemnation Proceeds Fund in accordance with the 
Indenture.  See “Other Funds and Accounts—Insurance and Condemnation Proceeds Fund” and “RISK 
FACTORS – Insurance Proceeds May Not Be Sufficient in the Event of Damage or Destruction.” 

Notice of Redemption 

When the Trustee receives an amount sufficient, in addition to other money, if any, available therefor held 
by the Trustee to effect such redemption and the Trustee receives notice from the Issuer of its election or direction to 
redeem the Series 2005 Bonds pursuant to the Indenture (together with the prior written consent of the City and the 
Developer), and when redemption of the Series 2005 Bonds is authorized or required pursuant to the Indenture, the 
Trustee will give notice, in the name of the Issuer, of the redemption of such Series 2005 Bonds, which notice will 
specify the Series and maturities of the Series 2005 Bonds to be redeemed, the Redemption Date and the place or 
places where amounts due upon such Redemption Date will be payable and, if less than all of the Series 2005 Bonds 
of any like Series and maturity are to be redeemed, the letters and numbers or other distinguishing marks of such 
Bonds so to be redeemed, and, in the case of the Series 2005 Bonds to be redeemed in part only, such notices will 
also specify the respective portions of the principal amounts thereof to be redeemed.  Such notice will further state 
that on such Redemption Date there will become due and payable upon each Bond to be redeemed the Redemption 
Price thereof, or the Redemption Price of the specified portions of the principal thereof, in the case of the Series 
2005 Bonds to be redeemed in part only, together with interest accrued to the Redemption Date, and that from and 
after such date interest thereon will cease to accrue and be payable.  The Trustee will mail a copy of such notice, 
first class mail postage prepaid, not less than 30 days nor more than 60 days before the Redemption Date, to the 
Registered Owners of any registered Series 2005 Bonds, or portions of registered Series 2005 Bonds which are to be 
redeemed, at their last addresses, if any, appearing upon the Register.  The Trustee will give notice required by the 
Indenture for an optional redemption of Series 2005 Bonds and an extraordinary mandatory redemption of 
Series 2005 Bonds pursuant to the Indenture only upon the prior payment to the Trustee of funds sufficient to pay 
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the Redemption Price on the Series 2005 Bonds to which such notice relates together with interest thereon to the 
Redemption Date.  

In addition to the notice of redemption required pursuant to the preceding paragraph, if any of the Series 
2005 Bonds are to be redeemed, then, upon the written request of an Authorized Issuer Representative received at 
least 40 days before the date fixed for redemption, the Trustee will also give redemption notice at least 30 days 
before the date fixed for redemption, by (i) registered or certified mail, return receipt requested, postage prepaid, 
(ii) telephonically confirmed facsimile transmission, or (iii) overnight delivery service, to the securities depositories 
and/or information services specified by the Issuer. 

Failure to give the notices described in the Indenture, or any defects therein, will not in any manner affect 
the validity of any proceedings for redemption of any other Bonds for which such notice has been duly given. 

Payment of Redeemed Bonds 

Notice having been given in the manner provided in the Indenture, the Series 2005 Bonds or portions 
thereof so called for redemption will become due and payable on the Redemption Date so designated at the 
Redemption Price, plus interest accrued and unpaid to the Redemption Date, and upon presentation and surrender 
thereof at the office specified in such notice.  If there is called for redemption less than all of the principal of any 
Series 2005 Bond, the Issuer will execute and the Trustee will authenticate, upon the surrender of such Bond, 
without charge to the Registered Owner thereof, for the unredeemed balance of the principal amount of the Series 
2005 Bond so surrendered, Bonds of like Series and maturity in any Authorized Denomination.  If, on the 
Redemption Date, money for the redemption of all the Series 2005 Bonds or portions thereof of any like Series and 
maturity to be redeemed, together with interest to the Redemption Date, will be held by the Trustee so as to be 
available therefor on said date and if notice of redemption is given as aforesaid, then, from and after the Redemption 
Date interest on the Series 2005 Bonds or portions thereof of such Series and maturity so called for redemption will 
cease to accrue and become payable.  If said money will not be so available on the Redemption Date, such Bonds or 
portions thereof will continue to bear or accrete interest until paid at the same rate as they would have borne or 
accreted interest at had they not been called for redemption. 

Registration and Exchange of the Series 2005 Bonds 

Exchange of Series 2005 Bonds 

The Series 2005 Bonds, upon surrender thereof at the designated office of the Registrar, when surrendered 
with a written request satisfactory to the Registrar duly executed by the Registered Owner or the Registered Owner’s 
duly authorized attorney, may, at the option of the Registered Owner thereof, and upon payment by such Registered 
Owner of any charges which the Registrar or the Issuer may make as provided in the Indenture, be exchanged for an 
equal aggregate principal amount of Series 2005 Bonds of the same Series and maturity and in any Authorized 
Denomination.   

Negotiability, Transfer, and Registry  

The Series 2005 Bonds will be transferable only by notation to that effect inscribed in the Register, which 
will be kept for that purpose at the designated office of the Registrar for such Series 2005 Bonds, by the Registered 
Owner thereof, in person or by the Registered Owner’s attorney duly authorized in writing, upon surrender thereof 
together with a written instrument of transfer satisfactory to the Registrar duly executed by the Registered Owner or 
the Registered Owner’s duly authorized attorney.  The Registrar will keep, or cause to be kept, on behalf of the 
Issuer at the designated office of the Registrar or such other location, the Register, in which, subject to such 
reasonable regulations as the Issuer, the Trustee, and the Registrar may prescribe, the Registrar will cause the Series 
2005 Bonds to be registered and will transfer the Series 2005 Bonds as provided in the Indenture.  The Register will 
contain the name and address of the Registered Owner of each Series 2005 Bond as well as the name and address of 
each Beneficial Owner to the extent such Beneficial Owner provides such information to the Registrar.  Upon the 
transfer of any such Series 2005 Bond and payment of any required fees, the Registrar will issue in the name of the 
transferee a new fully registered Series 2005 Bond or Series 2005 Bonds of the same aggregate principal amount 



 

29 

and maturity as the surrendered Series 2005 Bond or Series 2005 Bonds.  The Issuer and the Trustee may deem and 
treat the person in whose name any Series 2005 Bond will be registered in the Register as the absolute owner of such 
Series 2005 Bond, whether such Series 2005 Bond is overdue or not, for the purpose of receiving payment of, or on 
account of, the principal and Redemption Price of and interest on such Series 2005 Bond and for all other purposes, 
and all such payments so made to any such Registered Owner or upon the Registered Owner’s order will be valid 
and effectual to satisfy and discharge the liability upon such Series 2005 Bond to the extent of the sum or sums so 
paid, and the Issuer and the Trustee will not be affected by any notice to the contrary. 

Regulations with Respect to Exchanges and Transfers 

In all cases in which the privilege of exchanging or transferring the Series 2005 Bonds is exercised, the 
Issuer will execute and the Trustee will authenticate and deliver the Series 2005 Bonds in accordance with the 
provisions of the Indenture.  All registered Series 2005 Bonds surrendered in any exchange or transfer will forthwith 
be canceled by the Trustee.  For every such transfer of Series 2005 Bonds as described above under “—
Negotiability, Transfer, and Registry,” whether temporary or definitive, the Issuer, the Trustee, and the Registrar 
may take a charge sufficient to reimburse it or them for any expense, tax, fee or other governmental charge required 
to be paid with respect to such transfer.  In addition, for every exchange of Series 2005 Bonds (other than the 
exchange of temporary Series 2005 Bonds for definitive Series 2005 Bonds), the Issuer, the Trustee, and the 
Registrar may make reasonable charges to cover the costs of printing the Series 2005 Bonds including any Trustee’s 
or Registrar’s charges in connection therewith.  The payment of the sum or sums provided in this section will be 
made by the Registered Owner requesting such exchange or transfer as a condition precedent to the exercise of the 
privilege of making such exchange or transfer.  The Registrar will not be required to transfer or exchange Series 
2005 Bonds for a period from the fifteenth day of the month next preceding any Debt Service Payment Date of such 
Series 2005 Bond through such Debt Service Payment Date nor to transfer or exchange any Series 2005 Bond after 
the making of notice calling such Series 2005 Bond or portion thereof for redemption has been given as herein 
provided nor during the period of 15 days next preceding the giving of such notice. 

Series 2005 Bonds Mutilated, Destroyed, Stolen, or Lost 

In case any Series 2005 Bond becomes mutilated or be destroyed, stolen, or lost, the Issuer will execute, 
and thereupon the Trustee will authenticate and deliver, a new Series 2005 Bond of like Series, maturity date, 
principal amount and interest rate as the Series 2005 Bond so mutilated, lost, stolen or destroyed, provided that (a) in 
the case of any mutilated Series 2005 Bond, such Series 2005 Bond is first surrendered to the Trustee, (b) in the case 
of any lost, stolen or destroyed Series 2005 Bond, there is first furnished evidence of such loss, theft, or destruction 
satisfactory to the Trustee together with indemnity satisfactory to the Trustee, (c) all other reasonable requirements 
of the Issuer and the Trustee are complied with, and (d) expenses in connection with such transaction are paid by the 
Registered Owner.  Except as described above under “—Regulations with Respect to Exchanges and Transfers,” 
hereof, all Series 2005 Bonds so surrendered to the Trustee will be canceled by it.  Any such new Series 2005 Bonds 
issued pursuant to this section in substitution for the Series 2005 Bonds alleged to be destroyed, stolen or lost will 
constitute original additional contractual obligations on the part of the Issuer, whether or not the Series 2005 Bonds 
alleged to be destroyed, stolen, or lost be at any time enforceable by anyone, and will be equally secured by and 
entitled to equal and proportionate benefits in the Trust Estate with all other Series 2005 Bonds issued under the 
Indenture, to the same extent provided in the Indenture.  If, after the delivery of such new Series 2005 Bond, a bona 
fide purchaser of the original Series 2005 Bond in lieu of which such new Series 2005 Bond was issued presents for 
payment or registration such original Series 2005 Bond, the Trustee will be entitled to recover such new Series 2005 
Bond from the Person to whom it was delivered or any person taking therefrom, except a bona fide purchaser, and 
will be entitled to recover upon the security or indemnity provided therefor to the extent of any loss, damage, cost, 
or expense incurred by the Issuer or the Trustee in connection therewith.   

Discharge and Defeasance 

Discharge of the Indenture 

If the Issuer, its successors or assigns, well and truly pays, or cause to be paid, all of the principal and 
Redemption Price of and interest on the Series 2005 Bonds, at the times and in the manner provided in the Series 
2005 Bonds according to the true intent and meaning thereof, and causes the payments to be made into the Funds 
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and Accounts established in the Indenture and in the amounts required in the Indenture, or provides, as permitted in 
the Indenture, for the payment thereof by depositing with or for the account of the Trustee an amount sufficient to 
provide for payment of the entire amount due or to become due thereon (including any amount due or to become due 
with respect to the Tax-Exempt Bonds under section 148 of the Code), and well and truly keeps, performs and 
observes all the covenants and conditions pursuant to the terms of the Indenture to be kept, performed and observed 
by it on or prior to the date such payments are made, and pays or cause to be paid to the Trustee all sums of money 
due or to become due to it in accordance with the terms and provisions of the Indenture, then, upon such payment 
and performance, the Indenture and the rights and liens granted under the Indenture will cease, determine and be 
void; otherwise, the Indenture is to be and will remain in full force and effect.  In the event that the Indenture is 
discharged as therein provided, the Trustee will provide written notice thereof to the City and the Developer and will 
cause an accounting for such period or periods as is requested by the Issuer to be prepared and filed with the Issuer 
and, upon the request of the Issuer, will execute and deliver to the Issuer all such instruments as may be desirable to 
evidence such discharge and satisfaction, and the Trustee will pay over or deliver to the Issuer or Developer, as 
appropriate, or to the person directed in writing by the Issuer or the Developer, as appropriate, all money or 
securities held by them pursuant to the Indenture in respect of such Series which are not required for the payment of 
principal or Redemption Price, and interest on the Series 2005 Bonds of such Series not theretofore surrendered for 
such payment or redemption. 

Defeasance 

Any Outstanding Series 2005 Bonds of any Series, prior to the maturity or redemption date thereof, are 
deemed to have been paid within the meaning and with the effect described above under “—Discharge and 
Defeasance—Discharge of the Indenture” if (a) in case any of such Series 2005 Bonds are to be redeemed on any 
date prior to their maturity, the Issuer has given to the Trustee in form satisfactory to it (with a copy to the City and 
the Developer) written instructions containing irrevocable instructions to give notice of redemption of such Series 
2005 Bonds on said date as described in this section above under “—Notice of Redemption,” (b) there has been 
deposited with the Trustee, in trust, either money in an amount which is sufficient, or Permitted Investments 
described in the definition thereof in APPENDIX B hereto the principal of and interest on which without any 
reinvestment thereof when due will provide money which, together with the money, if any, deposited with the 
Trustee at the same time, is sufficient, in the opinion of an independent certified public accountant, to pay when due 
the principal or Redemption Price of, and interest due and to become due on, such Series 2005 Bonds on or prior to 
the redemption date or maturity date thereof, as the case may be, (c) in the event such Series 2005 Bonds are not to 
be redeemed within the next succeeding 60 days, the Issuer has given the Trustee in form satisfactory to it written 
instructions (with a copy to the Developer) containing irrevocable instructions to mail, as soon as practicable, notice 
to the Registered Owners of all such Series 2005 Bonds that the deposit required by clause (b) above has been made 
with the Trustee or an escrow agent and that such Series 2005 Bonds are deemed to have been paid in accordance 
with this section and stating such maturity or Redemption Date upon which money is to be made available for the 
payment of the principal or Redemption Price of and interest on such Series 2005 Bonds, and (d) there will be 
delivered to the Trustee a written opinion of Bond Counsel (with a copy to the Developer) to the effect that the 
provisions of this section have been complied with so that such Series 2005 Bonds are no longer entitled to the 
benefits of the Indenture and such defeasance will not adversely affect the exclusion of the interest on the Series 
2005A Bonds from gross income for federal income tax purposes.  Neither Permitted Investments nor money 
deposited with the Trustee or an escrow agent pursuant to this section nor principal or interest payments on any such 
Permitted Investments will be withdrawn or used for any purpose other than, and will be held in trust for, the 
payment of the principal or Redemption Price of and interest on said Series 2005 Bonds; provided that any cash 
received from such principal or interest payment on such Permitted Investments, (i) to the extent such cash will not 
be required at any time for such purpose, will be paid over to the Issuer or, at the written direction of an Authorized 
Issuer Representative, the Developer, as received, free and clear of any trust, lien, security interest, pledge or 
assignment securing such Series 2005 Bonds or otherwise existing under the Indenture, if all Series 2005 Bonds 
have been redeemed or discharged, otherwise such cash will be deposited into the Revenue Fund, and (ii) to the 
extent such cash will be required for such purpose at a later date, will, to the extent practicable, be reinvested in 
Permitted Investments maturing at the times and in amounts sufficient to pay when due the principal or Redemption 
Price of and interest to become due on such Series 2005 Bonds, on or prior to such Redemption Date or maturity 
date thereof, as the case may be, and interest earned from such reinvestment will be paid over to the Issuer or, at the 
written direction of an Authorized Issuer Representative, the Developer, as received, free and clear of any trust, lien 
or pledge, if all Series 2005 Bonds have been redeemed or discharged, otherwise such cash will be deposited into the 
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Revenue Fund.  The Series 2005 Bonds defeased under the Indenture will no longer be subject to redemption at the 
option of the Issuer, except to the extent that such Series 2005 Bonds are called for redemption at the time provision 
is made for the defeasance thereof, as described herein. 

Balances in Certain Funds and Accounts 

All amounts remaining on deposit in the Funds and Accounts after the principal or Redemption Price of and 
interest due or to become due on all Series 2005 Bonds has been paid or deemed to have been paid as described in 
this section “—Discharge and Defeasance” will be delivered to or upon the direction of the City or the Developer, as 
appropriate. 

Events of Default and Remedies 

Subject to the provisions of the Indenture, the Registered Owners of the Series 2005 Bonds, the Bond 
Insurer and the Trustee acting for all of the Registered Owners of the Series 2005 Bonds will be entitled to all of the 
rights and remedies provided or permitted by the Indenture, at law, or in equity. 

Events of Default 

Each of the following events is an “Event of Default” under the Indenture: 

(a) failure to make due and punctual payment of the Debt Service on any Series 2005 Bond when and 
as the same will become due and payable, whether at maturity or by call for redemption, or otherwise;  

(b) other than as described elsewhere under this section “—Events of Default,” failure by the Issuer in 
the performance or observance of any other of the covenants, agreements or conditions on its part contained in the 
Indenture or in the Series 2005 Bonds, if such failure continues for a period of 120 days after written notice thereof 
to the Issuer by the Trustee or to the Issuer and to the Trustee by the Bond Insurer (with notice to the Developer); 
provided, however, if the failure stated in the notice was due to the failure of another Person in its performance or 
observance of one or more of its covenants, agreements or conditions on its part contained in another Transaction 
Document, then instead of such 120-day grace period, no Event of Default has occurred so long as corrective action 
is instituted by the Issuer after any applicable grace period permitted under such Transaction Document for such 
Person and diligently pursued until corrected for a maximum time period of 30 days following the applicable grace 
period for such Person;  

(c) if proceedings have commenced by or against the Issuer in bankruptcy or seeking reorganization, 
arrangement, readjustment or composition of its debts or for any other relief under the federal bankruptcy laws or 
under any other insolvency act or law, State or federal, now or hereafter existing, or seeking the appointment of a 
receiver or trustee of the Issuer or for all or a substantial part of its property, and, if not commenced by the Issuer, 
the same continues for 60 days undismissed or undischarged or results in the adjudication of bankruptcy or 
insolvency;  

(d) any representation or warranty made by the Issuer in the Indenture or in any document, instrument 
or certificate furnished to the Trustee in connection with the issuance of any Series of Bonds at any time proves to 
have been incorrect in any material respect as of the time made; provided that if it can be corrected by the Issuer and 
such default was unintentional, the Issuer will have a 60-day period (with notice to the Developer) to make such 
correction prior to an Event of Default occurring; 

(e) an event of default, caused by the Developer or the Preferred Equity Investors, occurs in the Loan 
Agreement or any other Transaction Document (other than the Guaranty as defined in the Ground Lease) by the 
Developer or the Preferred Equity Investors following any applicable cure period, or any Transaction Document 
(other than the Guaranty as defined in the Ground Lease) for any reason ceases to be in full force and effect or is 
declared to be null and void and in each such case has a Material Adverse Effect on the Hotel Project or on the 
Series 2005 Bonds, or any Person who is a party thereto, other than the Bond Insurer, denies that it has any further 
liability under any Transaction Document (other than the Guaranty as defined in the Ground Lease) to which it is a 
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party, or gives notice to such effect, in each case resulting in a Material Adverse Effect on the Hotel Project or on 
the Series 2005 Bonds; 

(f) in the event for two consecutive Lease Years after the Opening Date the Debt Service Coverage 
Amount, plus any capitalized interest on deposit in the Debt Service Fund, is less than 1.25 times the total Debt 
Service due on the Bonds on the July 15 and January 15 Debt Service Payment Dates which correspond to the same 
Lease Year during which such Debt Service Coverage Amount is determined; and  

(g) in the event the Ground Lease is terminated prior to Substantial Completion of the Hotel Project. 

In determining whether an Event of Default has occurred, no effect is given to any payments made by the 
Bond Insurer that may have prevented an event from occurring or remedied an event which had occurred, which but 
for such prevention or remedy would have given rise to an Event of Default. 

NOTWITHSTANDING ANYTHING CONTAINED IN THE INDENTURE TO THE CONTRARY, THE 
BOND INSURER HAS THE SOLE RIGHT TO DIRECT AND CONTROL REMEDIES UPON AN EVENT OF 
DEFAULT AS SET FORTH IN THE INDENTURE.  THE TRUSTEE WILL BE FULLY PROTECTED IN 
ACTING IN ACCORDANCE WITH THE DIRECTIONS OF THE BOND INSURER. 

Notice of Default  

Upon knowledge of the existence of any Event of Default, the Trustee will notify the Issuer, the Bond 
Insurer, the City and the Developer in writing as soon as practicable, but in any event within two (2) Business Days; 
provided, however, that the Trustee need not provide notice of any Event of Default if the Issuer has expressly 
acknowledged the existence of such Event of Default in a writing delivered to the Trustee, the City, and the Bond 
Insurer with a copy to the Developer.  The Trustee will recognize any cure of an Event of Default by the Developer, 
the City, or the Bond Insurer.   

Remedies 

If an Event of Default occurs and is continuing, then the Trustee will, upon the written direction of the 
Bond Insurer and having been indemnified to its reasonable satisfaction (except with respect to any terms of the 
Indenture for which the Trustee will not be entitled to require indemnification as a precondition to the exercise of 
such remedy) take any or all or any combination of the following actions: 

(a) unless such Event of Default is an Event of Default described above under subsections (b), (c), (d), 
or (e) of “—Events of Default” which does not have a Material Adverse Effect on the Hotel Project or such Event of 
Default is an Event of Default resulting from the failure of the City to transfer available City Tax Revenues to the 
Trustee in accordance with the provisions of the Economic Development Agreement, accelerate the Series 2005 
Bonds whereupon all principal of and interest on such Series 2005 Bonds will immediately become due; provided 
that the Trustee has first received the written consent of the Bond Insurer; 

(b) by mandamus or other suit, action or proceeding at law or in equity require the Issuer to perform 
its covenants, representations and duties with respect to the Series 2005 Bonds under the Indenture; 

(c) by action or suit in equity require the Issuer to account as if it were the trustee of an express trust 
for the Registered Owners of the Series 2005 Bonds; 

(d) by action or suit in equity enjoin any acts or things which may be unlawful or in violation of the 
rights of the Registered Owners of the Series 2005 Bonds; 

(e) prohibit withdrawal of money from any Funds or Accounts (except the Lockbox Fund in 
accordance with the provisions of the Indenture, the Property Tax Fund, the Insurance Premium Fund, the FF&E 
Fund, the Operating Expense Reserve Fund, and the Rebate Fund) without the Bond Insurer’s written consent; 
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(f) request that a court of competent jurisdiction appoint, to the extent permitted by law, a receiver or 
receivers of the Trust Estate, and the income, revenues, profits and use thereof, it being the intent hereof that, to the 
extent permitted by law, the Trustee will be entitled to appointment of such a receiver as a matter of right; 

(g) unless such Event of Default is an Event of Default described above under subsections (b), (c), (d), 
or (e) of “—Events of Default” which does not have a Material Adverse Effect on the Hotel Project, or such Event 
of Default is an Event of Default under subsection (a) of “—Events of Default” resulting from the failure of the City 
to transfer available City Tax Revenues to the Trustee in accordance with the provisions of the Economic 
Development Agreement, commence foreclosure of the Deed of Trust by private sale or judicial foreclosure; 
provided that the Trustee shall first receive the written consent of the Bond Insurer or any part thereof, commence 
foreclosure of the Deed of Trust by private sale or judicial foreclosure; provided that the Trustee has first received 
the written consent of the Bond Insurer; 

(h) upon the occurrence of an Event of Default described above under subsection (a) of “—Events of 
Default,” transfer money from any Funds or Accounts (other than amounts necessary to pay Operating Expenses and 
amounts on deposit in the Property Tax Fund, the Insurance Premium Fund, the Operating Reserve Fund, the FF&E 
Fund, and the Rebate Fund) to the Debt Service Fund as necessary and as permitted in the Indenture; 

(i) enter into such agreements or other arrangements as the Bond Insurer determines, in its discretion, 
to be necessary or appropriate either to retain the Developer under the existing Ground Lease or make modifications 
to said Ground Lease; provided that the Issuer and the City consent to such agreements or other arrangements 
(unless such Event of Default is attributable to the Issuer or the City) and that there is first be delivered an opinion of 
Bond Counsel to the effect that such agreements, arrangements or modifications will not adversely affect the 
exclusion from gross income for federal income tax purposes of interest on any of the Series 2005A Bonds; 

(j) take such actions, including the filing and prosecution of lawsuits, at the written direction of the 
Bond Insurer, as may be required to enforce for the benefit of the Registered Owners and the Bond Insurer the terms 
of any agreements or instruments relating to the Hotel Project or the Series 2005 Bonds, or any part thereof, which 
the Trustee, at the written direction of the Bond Insurer, may be entitled to enforce, including without limitation (i) 
the Project Agreement, the Design/Build Agreement and the Ground Lease, the Loan Agreement, the Economic 
Development Agreement and the Marathon Letter of Credit, (ii) any construction contracts, design contracts or 
consulting contracts or operating agreements, (iii) any insurance policies, completion guaranties or the payment and 
performance bond, and (iv) any other agreements or instruments which the Trustee, at the written direction of the 
Bond Insurer, may be entitled to enforce; 

(k) exercise any right of the Issuer to give any consent or notice, to take any act or refrain from taking 
any act, and otherwise act in the full place and stead of the Issuer in any Transaction Document, either in its name, 
the name of the Bond Insurer or the Issuer (and in order to do so, the Issuer hereby grants the Trustee and the Bond 
Insurer an irrevocable power of attorney to use the Issuer’s name); provided that if the Event of Default is an Event 
of Default described above under subsections (b), (c), (d) or (e) of “—Events of Default,” then such right to exercise 
the remedy described in this clause (k) will be restricted to relate solely to curing such Event of Default unless such 
Event of Default results in a Material Adverse Effect with respect to the Hotel Project; or 

(l) take such other steps to protect and enforce its rights and the rights of the Registered Owners of 
the Series 2005 Bonds, whether by action, suit or proceeding in aid of the execution of any power herein granted or 
for the enforcement of any other appropriate legal or equitable remedy, including, but not limited to, proceeding by 
suit or suits, at law or in equity or by any other appropriate legal or equitable remedy, to enforce payment of the 
principal and Redemption Price of and interest then due on the Series 2005 Bonds. 

Any declaration of acceleration, however, is subject to the condition that if, at any time after such 
declaration and before any judgment or decree for the payment of the money due will have been obtained or entered, 
the Issuer or the Developer will deposit with the Trustee a sum sufficient to pay all the principal of and installments 
of interest on all Series 2005 Bonds the payment of which is overdue, with interest on such overdue principal at the 
rate borne by the respective Series 2005 Bonds, and the reasonable charges and expenses of the Trustee, including 
reasonable fees and expenses, of its attorneys, and any and all other Events of Defaults known to the Bond Insurer 
(other than in the payment of principal of and interest on the Series 2005 Bonds due and payable solely by reason of 
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such declaration) have been made good or cured to the satisfaction of the Bond Insurer or provision reasonably 
deemed by the Bond Insurer to be adequate have been made therefor, then, and in every such case, the Bond Insurer 
may, on behalf of the Registered Owners of all of the Series 2005 Bonds, rescind and annul such declaration and its 
consequences and waive such Event of Default; but no such rescission and annulment will extend to or will affect 
any subsequent Event of Default, or will impair or exhaust any right or power consequent thereon. 

Application of Proceeds  

The proceeds received by the Trustee as a result of an Event of Default will, together with all securities and 
other moneys which may then be held by the Trustee as a part of the Trust Estate (except those amounts paid by the 
Bond Insurer under the Financial Guaranty Insurance Policy), be applied in order, as follows (unless otherwise 
directed in writing by the Bond Insurer): 

(a) First, to the payment of the reasonable charges, expenses and liabilities of the Trustee; 

(b) Second,  

(i) Unless the principal of all Series 2005 Bonds has become or has been declared due and 
payable, First, to the payment to the Registered Owners entitled thereto of all installments of interest 
(together with interest due on overdue installments of interest to the extent allowed by law) then due on the 
Series 2005 Bonds in the order of the maturity of such installment, and, if the amount available is not 
sufficient to pay in full any installment or installments maturing on the same date, then to the payment 
thereof ratably, according to the amounts due thereon, to the persons entitled thereto, without any 
discrimination or preference; and, Second, to the payment to the Person entitled thereto of the unpaid 
principal of or Redemption Price of the Series 2005 Bonds with respect to which such remedy was 
exercised which has become due, whether at maturity or by call for redemption, in the order of their due 
dates, and, if the amount available is not sufficient to pay in full all the Series 2005 Bonds due on any date, 
then to the payment thereof ratably, according to the amounts of principal or Redemption Price due on such 
date, to the persons entitled thereto, without any discrimination or preference. 

(ii) If the principal of all of the Series 2005 Bonds with respect to which such remedy was 
exercised becomes or is declared due and payable, to the payment of the principal and interest then due and 
unpaid upon the Series 2005 Bonds, with interest on the overdue principal and interest (to the extent 
allowed by law) at the rate borne by the respective Series 2005 Bonds, and, if the amount available will not 
be sufficient to pay in full the whole amount so due and unpaid, then to the payment thereof ratably, 
without preference or priority of principal over interest or Redemption Price, or of interest over principal or 
Redemption Price, or of Redemption Price over principal or interest, or of any installment of interest over 
any other installment of interest, or of any Bond over any other Bond, according to the amounts due 
respectively for principal, Redemption Price and interest, to the Registered Owners entitled thereto without 
any discrimination or preference; and 

(c) Third, to the payment to the City of all amounts then due and owing to the City, under the Ground 
Lease, the Project Agreement, and the Indenture and for any unreimbursed City Tax Contributions; and 

(d) Fourth, any remainder to the Developer. 

Supplemental Indentures and Amendment of Financing Documents 

Supplemental Indentures and Amendments of Financing Documents Effective Without Consent of 
Registered Owners  

The Issuer and the Trustee may, as appropriate, from time to time and at any time, with the written consent 
of the Bond Insurer, the City, and the Developer, and without the consent of but with notice to Registered Owners, 
enter into Supplemental Indentures or any amendments to the Financing Documents as follows:  
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(a) to cure any formal defect, omission, inconsistency or ambiguity in the Indenture or in the 
applicable Bond Document; 

(b) to insert such provisions clarifying matters or questions arising under the Indenture or in the 
applicable Bond Document as are necessary or desirable and are not contrary to or inconsistent with the Indenture or 
the applicable Bond Document; 

(c) to grant to or confer upon the Trustee for the benefit of the Registered Owners any additional 
rights, remedies, powers, authority or security which may lawfully be granted or conferred and which are not 
contrary to or inconsistent with the Indenture or the Financing Documents; 

(d) to authorize Refunding Bonds of a Series and, in connection therewith, to specify and determine 
the matters and things relative to such Refunding Bonds which are not in conflict with the Indenture, or to amend, 
modify, or rescind any such authorization, specification, or determination at any time prior to the first delivery of 
such Refunding Bonds; provided however that such supplement or amendment will be limited to the specific terms 
of such Refunding Bonds and will not otherwise amend the Indenture; 

(e) to provide limitations and restrictions in addition to the limitations and restrictions contained in 
the Indenture or the Financing Documents on the delivery of Refunding Bonds or the issuance of other evidences of 
indebtedness; 

(f) to add to the covenants and agreements of the Issuer in the Indenture or any Supplemental 
Indenture or the Financing Documents, other covenants and agreements to be observed by the Issuer or the other 
parties thereto which are not in conflict with the Indenture or the applicable Supplemental Indentures or in the 
applicable Bond Document as theretofore in effect; 

(g) to add to the limitations and restrictions in the Indenture or any Supplemental Indenture or the 
Financing Documents other limitations and restrictions to be observed by the Issuer or the other parties thereto 
which are not in conflict with the Indenture or the applicable Supplemental Indenture as theretofore in effect; 

(h) to confirm, as further assurance, any pledge under, and the subjection to any lien or pledge created 
or to be created by, the Indenture or any Supplemental Indenture, of the Trust Estate or of any other moneys, 
securities or funds, or to subject to the lien or pledge of the Indenture additional revenues, properties or collateral; 

(i) to provide for additional duties of the Trustee in connection with the Trust Estate or the Hotel 
Project; 

(j) to modify, amend or supplement the Indenture or any Supplemental Indenture in such manner as 
to permit, if presented, the qualification hereof and thereof under the Trust Indenture Act of 1939 or any similar 
federal statute hereafter in effect or under any state blue sky law; 

(k) to surrender any right, power or privilege reserved to or conferred upon the Issuer by the terms of 
the Indenture, provided that the surrender of such right, power or privilege is not in conflict with the covenants and 
agreements of the Issuer contained in the Indenture; 

(l) to designate Registrars for the Bonds of any Series; 

(m) to evidence the appointment of a succession of a new Trustee hereunder; 

(n) to modify, amend or supplement the Indenture or any Supplemental Indenture in order to provide 
for or eliminate book-entry registration of all or any of the Series 2005 Bonds to the extent not inconsistent with the 
provisions hereof; 
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(o) to make any change (including changes to reflect any amendment to the Code or interpretations by 
the Internal Revenue Service of the Code) that does not materially adversely affect the rights of any Registered 
Owner;  

(p) to the extent necessary to permit the construction of privately-owned condominium units above 
the Hotel Project on terms mutually agreeable to the City and the Developer; provided, however, such Supplemental 
Indenture shall not permit the use of any proceeds of the Series 2005 Bonds to be used in any manner to develop, 
construct, or equip such condominium units or to permit the use of any revenues pledged to secure the Bonds to pay 
for the construction of such condominium units or to support indebtedness incurred to finance such condominium 
units; and 

(q) to amend a prior Supplemental Indenture in accordance with the provisions described above. 

Supplemental Indentures and Amendments to Financing Documents Requiring Registered Owner 
Consent 

Except as described above in the immediately preceding section, any modification or amendment of the 
Indenture or to any Bond Document and of the rights and obligations of the Issuer and of the Registered Owners of 
the Series 2005 Bonds thereunder, in any particular, may only be made by a Supplemental Indenture or an 
amendment to the applicable Bond Document in each instance with the written consent of the Bond Insurer, the 
City, and the Developer and the written consent or deemed consent of the Registered Owners of a majority in 
aggregate principal amount of each Series 2005 Bond then Outstanding; provided, however, that while an Event of 
Default has occurred and is continuing, or in the reasonable opinion of the Bond Insurer is likely to occur within the 
next twelve months, any amendment proposed by the Bond Insurer which otherwise would require the consent of 
the Registered Owners of a majority of any Series of Bonds will not require the written consent of the Registered 
Owners of any Series of Bonds which is then secured by the Financial Guaranty Insurance Policy.  No such 
modification or amendment will, without the written consent of the Registered Owner of each Bond affected 
thereby, and the Bond Insurer, the City and the Developer, permit (i) a change in the terms of redemption or 
maturity of the principal of any outstanding Bond or of any installment of interest thereon or a reduction in the 
principal amount or the Redemption Price thereof or in the rate of interest thereon, (ii) creation of a lien upon or a 
pledge of or payment priority from the Gross Revenues ranking prior to or on a parity with the lien or pledge created 
by the Indenture, (iii) a preference or priority of any Series 2005 Bond or Series 2005 Bonds over any other Series 
2005 Bond or Series 2005 Bonds, (iv) a reduction in the percentages of Series 2005 Bonds of which the consent of 
the Registered Owners is required to effect any such modification or amendment, (v) an impairment of the exclusion 
from gross income for federal income tax purposes of interest on any Series 2005A Bond, (vi) a deprivation to any 
Registered Owners of the lien created by the Indenture, or (vii) a change or modification of any of the rights or 
obligations of the Trustee without its written consent thereto.  For the purposes of this section, a Series will be 
deemed to be affected by a modification or amendment of the Indenture or an amendment to the applicable Bond 
Document if the same materially adversely affects or diminishes the rights of the Registered Owners of Series 2005 
Bonds of such Series.  The Trustee may in its discretion determine whether or not, in accordance with the foregoing 
powers of amendment, Bonds of any particular Series or maturity would be affected by any modification or 
amendment of the Indenture or an amendment to the applicable Bond Document and any such determination will be 
binding and conclusive on the Issuer and all Registered Owners. 

SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS 

Limited Obligations 

The Series 2005 Bonds, as well as any of the obligations of the Issuer arising under the Indenture, are 
limited obligations of the Issuer payable from the Trust Estate in accordance with the Indenture.  See “—Trust 
Estate” below. 

NOTWITHSTANDING ANY PROVISION OR INFERENCE CONTAINED IN THE INDENTURE 
OR IN ANY OTHER BOND DOCUMENT OR TRANSACTION DOCUMENT, NEITHER THE SERIES 
2005 BONDS NOR ANY OTHER AMOUNTS SECURED BY THE TRUST ESTATE WILL EVER 
CONSTITUTE AN INDEBTEDNESS OR GENERAL OBLIGATION OF THE CITY, BEXAR COUNTY, 
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THE STATE OF TEXAS, OR ANY OTHER POLITICAL SUBDIVISION OF THE STATE OF TEXAS, 
WITHIN THE MEANING OF ANY CONSTITUTIONAL PROVISIONS OR STATUTORY LIMITATION 
WHATSOEVER, BUT THE SERIES 2005 BONDS AND ANY OTHER AMOUNTS SECURED BY THE 
TRUST ESTATE WILL BE SPECIAL OBLIGATIONS OF THE ISSUER PAYABLE SOLELY FROM 
THE FUNDS AVAILABLE THEREFOR AS PROVIDED IN THE INDENTURE.  WITHOUT LIMITING 
AND IN ADDITION TO THE FOREGOING, THE TRUSTEE, BOND INSURER, AND BONDHOLDERS 
UNDERSTAND THAT THE ISSUER IS AN ENTITY ENTIRELY SEPARATE AND APART FROM THE 
CITY, AND THAT NO FUNDS OR OTHER ASSETS OR RESOURCES OF THE CITY, OTHER THAN 
THE CITY TAX REVENUES (WHICH ARE DERIVED FROM CERTAIN STATE AND LOCAL HOTEL 
OCCUPANCY TAXES AND CERTAIN STATE SALES TAXES), ARE SUBJECT TO THE INDENTURE 
OR ANY OF ITS OBLIGATIONS OR PROVISIONS.  THE CITY IS DISTINCT FROM THE ISSUER 
AND WILL HAVE ABSOLUTELY NO LIABILITY, OBLIGATION, OR RESPONSIBILITY 
HEREUNDER (EXCEPT FOR THE PAYMENT OF SUCH CITY TAX REVENUES PURSUANT TO THE 
ECONOMIC DEVELOPMENT AGREEMENT).  NEITHER THE STATE, THE CITY, NOR ANY 
POLITICAL SUBDIVISION OR AGENCY OF THE STATE WILL BE OBLIGATED TO PAY THE 
PRINCIPAL OF OR PREMIUM, IF ANY, OR INTEREST ON THE SERIES 2005 BONDS, ANY 
OBLIGATIONS OWED TO THE BOND INSURER, AS THE PROVIDER OF THE FINANCIAL 
GUARANTY INSURANCE POLICY AND RESERVE FUND CREDIT FACILITY, OR ANY OTHER 
AMOUNTS SECURED BY THE TRUST ESTATE, OTHER THAN THE ISSUER BUT SOLELY IN 
ACCORDANCE WITH THE INDENTURE AND ANY APPLICABLE SUPPLEMENTAL INDENTURE.  
NEITHER THE FAITH AND CREDIT NOR THE TAXING POWER OF THE STATE, THE CITY 
(EXCEPT TO THE LIMITED EXTENT IMMEDIATELY HEREINFORE DESCRIBED WITH RESPECT 
TO CITY TAX REVENUES), NOR ANY OTHER POLITICAL SUBDIVISION OR AGENCY OF THE 
STATE IS PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR PREMIUM, IF ANY, OR THE 
INTEREST ON SUCH BONDS, OBLIGATIONS OWED TO THE BOND INSURER, OR ANY OTHER 
AMOUNTS SECURED BY THE TRUST ESTATE.  THE OBLIGATIONS OF THE ISSUER TO THE 
BONDHOLDERS AND THE BOND INSURER ARE LIMITED SOLELY TO THE TRUST ESTATE AS 
DESCRIBED IN THE INDENTURE.  THE ISSUER HAS NO TAXING POWER. 

Pledge of Trust Estate 

Pursuant to the Indenture, the Issuer will pledge, transfer, and assign to the Trustee all of its right, title and 
interest in and to the Trust Estate.  The collateral and the covenants and agreements contained in the Indenture to be 
performed by the Issuer are for the benefit, protection, and security of the Trustee for the benefit of the holders of 
the Series 2005 Bonds.  

The Trust Estate, as described in the Indenture, consists primarily of the rights, title, and interest of the 
Issuer (including, but not limited to, the right to enforce any of the terms thereof) in the following: 

(a) the Gross Revenues, on deposit from time to time in the Lockbox Fund to be held under the Cash 
Management Agreement by the Depository Bank, together with any investments and reinvestments made with such 
amounts and the proceeds thereof, subject to the rights of the Developer and the Operator to use such revenues in 
accordance with and subject to the terms of the Cash Management Agreement and the Indenture;  

(b) amounts that constitute Net Operating Revenues and all amounts on deposit in or required from 
time to time to be deposited in or credited to the Funds and Accounts to be held by the Trustee under the Indenture 
(other than the Rebate Fund), together with any investments and reinvestments made with such amounts and the 
proceeds thereof, and any right to bring actions and proceedings thereunder for the enforcement thereof; 

(c) the Loan Agreement and Note (including the right to receive Loan Payments from the Developer 
thereunder), the Economic Development Agreement (including the right to receive certain City Tax Revenues from 
the City thereunder), and the Consent, Subordination, and Attornment Agreements, any right to bring actions and 
proceedings under the Loan Agreement, the Note, the Economic Development Agreement, or the Consent, 
Subordination, and Attornment Agreements for the enforcement thereof, and the right to do all things the Issuer is 
entitled to do under such agreements, but excluding the Unassigned Rights and the right to enforce such rights; 
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(d) the Deed of Trust; and  

(e) any and all property (other than amounts in or required to be deposited in, the Rebate Fund) of 
every kind or description now or hereafter owned by the Issuer, or which may now or hereafter be sold, transferred, 
conveyed, assigned, hypothecated, endorsed, deposited, pledged, mortgaged, granted or delivered to or deposited 
with, the Trustee by or on behalf of the Issuer or the City as additional security hereunder, or which pursuant to any 
of the provisions of the Financing Documents may come into the possession or control of the Trustee or the 
Depository Bank, or a receiver lawfully appointed pursuant to the Indenture, as such additional security, including, 
without limitation, any payment and performance bonds and completion guaranties obtained by the Developer, the 
Design/Builder, or any other Person in favor of the Trustee; and the Trustee is authorized to receive all such 
property as additional security for the payment of the Series 2005 Bonds, and to hold and apply all such property 
subject to the terms of the Indenture, the Economic Development Agreement, and the Cash Management 
Agreement. 

The Trust Estate will be held in trust by the Trustee for the equal and proportionate benefit and security of 
the Bond Insurer (as the provider of the Financial Guaranty Insurance Policy and the Series 2005 Reserve Fund 
Credit Facility), the City, and the Registered Owners without preference of any Series 2005 Bond of a Series over 
any other, but with such preferences, privileges, priorities, and distinctions among the Series 2005 Bonds, as 
provided in the Indenture, and for the enforcement of the payment of the Series 2005 Bonds in accordance with their 
terms, and the Indenture, and the right of the City to be repaid for certain City Tax Revenues paid by the City 
pursuant to the Economic Development Agreement and the Ground Lease and to receive payment of the Basic 
Rental, Participation Rental, and all other Rental in accordance with the terms of the Ground Lease, and all other 
sums payable under the Indenture, on the Series 2005 Bonds, or under the Ground Lease, and the right of the Bond 
Insurer to be repaid for amounts drawn on the Series 2005 Reserve Fund Credit Facility as set forth in the Ambac 
Guaranty Agreement. 

The Developer will execute the Deed of Trust granting a first lien mortgage on the leasehold estate and the 
Hotel Project and a first priority security interest in the Net Operating Revenues to the Mortgage Trustee, acting for 
the benefit of the Issuer, in order to secure the obligations of the Developer under the Loan Agreement.  The Issuer 
will then immediately assign its rights and benefits derived under the Deed of Trust to the Trustee for the purpose of 
securing its payment obligations on the Series 2005 Bonds arising under the Indenture.  The lien of the Deed of 
Trust will cover the entire interest of the Developer in the Leasehold Estate and the Hotel Project and will be subject 
to certain Permitted Encumbrances (as defined in APPENDIX B), and the right of the Developer, under certain 
conditions, to dispose of certain property, as described herein.  See “SECURITY AND SOURCES OF PAYMENT 
FOR THE SERIES 2005B BONDS – Deed of Trust” for a description of the Deed of Trust.  Net Proceeds resulting 
from the enforcement of the Deed of Trust will be applied in the order of priority described in “THE SERIES 2005 
BONDS - Events of Default and Remedies - Application of Proceeds.” 

Perfected Security Interest 

Chapter 1208, Texas Government Code, applies to the issuance of the Series 2005 Bonds and the pledge of 
the Trust Estate granted by the Issuer under the Indenture and such pledge is, therefore, valid, effective, and 
perfected.  Should Texas law be amended at any time while the Series 2005 Bonds are outstanding and unpaid, the 
result of such amendment being that the pledge of the Trust Estate granted by the Issuer under the Indenture is to be 
subject to the filing requirements of Chapter 9, Texas Business & Commerce Code, in order to preserve to the 
registered owners of the Series 2005 Bonds a security interest in such pledge, the Issuer agrees to take such 
measures as it determines are reasonable and necessary to enable a filing of a security interest in said pledge to 
occur. 

Cash Management Agreement 

The following summarizes certain limited provisions of the Cash Management Agreement.  Reference is 
made to the Cash Management Agreement for the detailed provisions thereof.  Further, capitalized terms to this 
summary of the Cash Management Agreement which are not defined herein will have the meaning assigned to such 
terms in the Cash Management Agreement, and in the event of any conflicts between any definitions used in this 
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summary and the definitions in the Cash Management Agreement, the provisions of the Cash Management 
Agreement will control. 

The Issuer, the Developer, the Operator, the Trustee, and Wells Fargo Bank, N.A. in its capacity as a local 
depository bank (the “Depository Bank”) will enter into that certain “Cash Management and Lockbox Agreement” 
(the “Cash Management Agreement”), pursuant to which the “San Antonio Convention Center Hotel Lockbox 
Fund” (the “Lockbox Fund”) will be created for the purposes of receiving deposits of all Gross Revenues, paying 
therefrom Operating Expenses, and transferring remaining amounts to the Trustee for deposit into the Revenue Fund 
(as described in greater detail below).  Under the Cash Management Agreement, the Developer and the Operator 
have agreed to instruct all parties that are to pay the Developer or the Operator any amounts owed thereto as a result 
of the operation of the Hotel Project to forward such payments, when due, by wire transfer or other electronic 
means, directly to the Depository Bank for deposit to the Lockbox Fund or to a Clearing Bank Account for 
immediate transfer to the Lockbox Fund.  Additionally, the Issuer, the Developer, and the Operator have agreed to 
deposit promptly into the Lockbox Fund or a Clearing Bank Account any Gross Revenues received directly or from 
any third party (less certain amounts properly retained pursuant to the Cash Management Agreement and to be paid 
in accordance with the Indenture). 

During the course of a month and upon the written direction of the Developer or the Operator, the 
Depository Bank is to transfer thereto amounts held in the Lockbox Fund for payment of budgeted Operating 
Expenses and unbudgeted Operating Expenses.  With respect to unbudgeted Operating Expenses only, such written 
direction of the Developer or the Operator to the Depository Bank must be accompanied by the Bond Insurer’s and 
the City’s written consent to such withdrawal if an Event of Default exists under the Ground Lease, as well as the 
Trustee and the Bond Insurer if an Event of Default exists under the Indenture.  On the Lockbox Fund Transfer 
Date, all funds on deposit in the Lockbox Fund (except for the Operating Cost Set Aside Amount and an amount 
required to clear all checks and other methods of payment of Operating Expenses previously committed to be paid 
prior to such date, called the “Check Clearing Amount”) will be transferred by the Depository Bank to the Trustee 
for deposit to the Revenue Fund. 

Not less than five Business Days prior to the Opening Date and to the beginning of each Lease Year, (i) the 
Developer will provide the Trustee, the City, the Issuer and the Bond Insurer in writing the Estimated Property Tax 
Requirement, the Estimated Insurance Premium Requirements, the Required Monthly FF&E Fund Deposit 
Percentage, the Operating Expense Reserve Requirement, the Preferred Equity Return, the Subordinate Equity 
Return and the Operating Costs Set Aside Amount and (ii) the Issuer, on behalf of the City, is obligated to notify the 
Trustee, the Developer and the Bond Insurer of the amount of Basic Rental coming due to the City pursuant to the 
Ground Lease during the ensuing Lease Year and the total amount of City Tax Contributions required to be 
accumulated in the City Tax Contribution Repayment Fund and paid to the City during the ensuing Lease Year.  In 
all cases, the Trustee is entitled to rely on such information provided by the Developer or the Issuer, respectively, for 
purposes of making monthly deposits into the Funds and Accounts as described herein under “Flow of Funds” 
unless any of such figures is disputed in writing by the Developer or the City, as appropriate, or the Bond Insurer, in 
which event the Trustee is entitled to rely on a dispute resolution procedure set forth under the Indenture until such 
dispute is settled and agreed to by the City or the Developer, as appropriate, and the Bond Insurer. 

For the purpose of providing additional security for the repayment of amounts due and owing under the 
Indenture and with respect to the Series 2005 Bonds, the Trustee has been granted a first lien security interest in the 
Lockbox Fund, all Clearing Bank Accounts, and any deposits or proceeds from deposits held therein (including 
interest earnings on deposits or investments held therein). 

Loan Agreement 

The following summarizes certain limited provisions of the Loan Agreement between the Issuer and the 
Developer.  Reference is made to the Loan Agreement for the detailed provisions thereof.  Further, capitalized terms 
to this summary of the Loan Agreement which are not defined herein will have the meaning assigned to such terms 
in the Loan Agreement, and in the event of any conflicts between any definitions used in this summary and the 
definitions in the Loan Agreement, the provisions of the Loan Agreement will control. 
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General 

Pursuant to the Loan Agreement, the Issuer will loan the proceeds resultant from the sale of the Series 2005 
Bonds to the Developer, which loaned proceeds the Developer will use, in addition to the Initial Preferred Equity, to 
construct and equip the Hotel Project in accordance with the specifications and requirements of the Project 
Agreement and the Ground Lease, respectively, pursuant to the Design/Build Agreement.  In return, the Developer 
has agreed to pay to the Trustee from Net Operating Revenues (or such other funds available to Developer at 
Developer’s option) the “Loan Payments” arising under the Loan Agreement, which payments are equal to the 
payment obligations relating to the Series 2005 Bonds as specified under the Indenture; provided, however, that if 
Net Operating Revenues (or such other funds available to Developer at Developer’s option) are insufficient to cover 
all scheduled amounts due and owing under the Indenture with respect to the Series 2005 Bonds, then the City is 
obligated to transfer to the Trustee certain City Tax Revenues in an amount necessary to account for such difference.  
Upon the occurrence of such limited scenario, the Developer’s obligation to make that Loan Payment will be fully 
satisfied and no default will have occurred under the Loan Agreement; however, it will be obligated, in accordance 
with the provisions of the Ground Lease and the Loan Agreement and in the order of priority specified in the 
Indenture, to repay the City, using Net Operating Revenues, such City Tax Revenues used by the Issuer to pay debt 
service on the Series 2005 Bonds because of an insufficiency of amount of Loan Payments.  Certain significant 
provisions of the Loan Agreement are provided below. 

Development, Construction, and Operation of the Hotel Project 

The Developer has represented and warranted in the Loan Agreement that it will develop and construct, or 
cause to be developed and constructed, the Hotel Project in accordance with the provisions of the Project Agreement 
and the Design/Build Agreement.  In addition, the Developer has represented and warranted that it will, or it will 
cause the Hotel Operator to, for so long as the Loan remains outstanding, operate the Hotel Project in accordance 
with the Ground Lease, the Hotel Management Agreement, and all other Transaction Documents, as applicable.  The 
Developer has covenanted in the Loan Agreement to allow inspection by the Construction Monitor for the purpose 
of assuring continued compliance with the provisions of such construction documents. 

The Series 2005 Bonds, the Loan, and the Assignment of the Loan Payments and the Note  

The Loan Agreement will be entered into, and the Note will be issued by, the Developer for the purpose of 
assuring the issuance of the Series 2005 Bonds, and to provide for the due and punctual payment of Loan Payments 
by the Developer to the Trustee, as assignee of the Issuer.  The Loan Payments to be made by the Developer, the 
Note, and certain rights of the Issuer under the Loan Agreement, have been pledged and assigned by the Issuer to the 
Trustee pursuant to the provisions of the Assignment as security for the Issuer’s repayment of the Series 2005 
Bonds.  The Developer has agreed, at the direction of the Issuer, to pay to the Trustee the Loan Payments so 
assigned.   

The Loan Payments are payable solely from the Net Operating Revenues (and, at the option of the 
Developer, with other funds provided by the Developer) pursuant to the provisions of the Loan Agreement and the 
Cash Management Agreement.  Upon receipt of Loan Payments by the Trustee, such proceeds will be deposited into 
the Debt Service Fund created under, and in accordance with the provisions of, the Indenture. 

The Developer may make prepayment of Loan Payments at any time and the Trustee is authorized to 
receive and deposit the same into the Debt Service Fund.  If all or any part of the Series 2005 Bonds are called for 
optional redemption in accordance with the Indenture (subject to the consent of the Developer) or become subject to 
mandatory redemption, the Developer must prepay Loan Payments in an amount sufficient to pay and redeem such 
Series 2005 Bonds on the date fixed for redemption, subject to the terms of the Ground Lease with respect to any 
extraordinary mandatory redemption payable from insurance or condemnation proceeds.  See “RISK FACTORS.” 

Other Payments 

In addition to making Loan Payments as required by the Loan Agreement, the Developer has also agreed to 
provide Net Operating Revenues to the Trustee to enable the Trustee to transfer such Net Operating Revenues from 
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the Revenue Fund into the Property Tax Fund, the Insurance Premium Fund, the FF&E Fund, the Debt Service 
Reserve Fund, the Preferred Equity Return Fund, the Basic Rental Fund, the City Tax Contribution Repayment 
Fund, the Subordinate Equity Return Fund, the Incentive Operator Fee Fund and the Subordinate Equity Return 
Fund on the dates and in the amounts set forth in the Indenture which are generally described below under “Flow of 
Funds.”  

Covenants Regarding Tax Exempt Bonds 

The Developer has covenanted in the Loan Agreement to refrain from any action that would adversely 
affect, or to take such action to assure, the treatment of the Series 2005A Bonds as obligations described in section 
103 of the Code.  In addition to covenants traditionally made by the issuer of tax exempt debt for the purpose of 
maintaining the tax exempt status thereof under the Code (except for those made by the Issuer under the Indenture), 
the Developer has additionally covenanted that it will take all necessary actions to assure compliance with the 
federal “empowerment zone” provisions of the Code necessary for maintaining the tax exempt status of the Series 
2005A Bonds. 

Financial Statement 

The Developer has covenanted to deliver to the Bond Insurer, the Rating Agencies, and any owners of at 
least 25% of the aggregate principal amount of the then-outstanding Series 2005 Bonds requesting the same (upon 
payment of reasonable copying costs) the same financial statements and reports it is required to provide the City 
under the Ground Lease. 

Events of Default and Remedies   

The following events constitute an “event of default” under the Loan Agreement: 

(a) Failure by the Developer to pay any Loan Payment when due; provided, however, as long as the 
City is obligated under the Economic Development Agreement to provide certain City Tax Revenues to the Trustee 
for the purpose of making up any insufficiencies in the Debt Service Fund, an insufficiency in Net Operating 
Revenues which results in the Developer’s inability to fully pay any Loan Payment will not result in an “event of 
default” under the Loan Agreement; 

(b) Failure by the Developer to observe and perform, in any material respect, any covenant, condition, 
or agreement on its part to be observed or performed pursuant to the Note, the Indenture, the Deed of Trust, or the 
Loan Agreement, other than as described in items (a), (g), and (h) of this subsection following the applicable notice 
and cure period; 

(c) The liquidation of the Developer or the filing by the Developer of a voluntary petition for relief, 
the entry of an order or decree for relief in an involuntary case, or the entry of an order or decree for dissolution, 
liquidation, or winding up of the affairs of the Developer under any applicable bankruptcy, insolvency, or similar 
law now or hereafter in effect, or the Developer consents to or a competent court decrees or orders the appointment 
of or taking possession of the Developer or any substantial part of its or their property by a receiver, liquidator, 
assignee, trustee, custodian, sequestrator, or other similar officials, or the Developer makes any general assignment 
for the benefit of creditors or fails generally to pay its or their debts as they become due or will take any action in 
furtherance of any of the foregoing, unless within 90 days after any such filing such proceeding is stayed or 
discharged; 

(d) Failure by the Developer to comply, in any material respect, with any warranty or the making by 
the Developer of any misrepresentation in the Loan Agreement, the Note, the Ground Lease, the Project Agreement, 
the Design/Build Agreement, or in any other document executed in connection with the Loan Agreement to which 
the Developer is a party and which has a Material Adverse Effect, other than as described in item (a) of this 
subsection following the applicable notice and cure period; 
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(e) Failure by the Issuer to duly and punctually observe and perform, in any material respect, any 
covenant, condition, or agreement to be observed or performed by it pursuant to the Loan Agreement, the Indenture, 
or any other document to which the Issuer is a party executed in connection with the Loan Agreement following the 
applicable notice and cure period; 

(f)  The occurrence of an “Event of Default” under the Deed of Trust, the Ground Lease, or the 
Indenture which has a Material Adverse Effect;  

(g) A breach of the Developer’s affirmative or negative covenants in the Loan Agreement or its 
covenants with respect to indemnification made in the Loan Agreement, subject to the applicable notice and cure 
period; and 

(h) Except to the extent permitted by the Ground Lease, the (i) sale, transfer or other conveyance of 
all or any part of the Hotel Project or any interest therein, (ii) entering into by the Developer of any contract 
agreeing to sell, transfer, or otherwise convey all or any part of the Hotel Project, (iii) creation by, or with the 
consent of, the Developer of any lien, security interest or other encumbrance on the Hotel Project (except for the 
Deed of Trust and other liens and security interests securing the Series 2005 Bonds), (iv) grant of any easement, 
right-of-way, or any other right whatsoever with respect to the Hotel Project, or (v) conveyance of any leasehold 
interest in all or any portion of the Hotel Project for any purpose whatsoever. 

No default under items (b), (d), (e), or (g) described above will constitute an “event of default” under the 
Loan Agreement until actual notice of such default by registered or certified mail has been given to the Issuer (only 
with respect to a default described in (e) above) and the Developer (only with respect to a default described in (b), 
(d), and (g) above) by the Trustee or by the Bond Insurer, and the Issuer or the Developer, as applicable, have had 
30 days after receipt of such notice to correct said default or to cause said default to be corrected, and the Issuer 
and/or the Developer have not corrected said default or caused said default to be corrected within the applicable 
period. 

Whenever any “event of default” described above (other than an “event of default” described under “(e)” 
above or an “event of default” described under “(f)” above that was caused by a party other than the Developer) has 
occurred and is continuing, the Issuer or the Trustee may and, upon the direction of the Bond Insurer or the owners 
of at least 66-2/3% of the aggregate principal amount of the outstanding Series 2005 Bonds, must take any one or 
more of the following remedial steps: 

(i) Without notice to the Developer, declare all unpaid indebtedness under the Loan Agreement to be 
immediately due and payable.  The term “all unpaid indebtedness” means Loan Payments in an amount equal to the 
principal of, and premium, if any, on all Series 2005 Bonds then outstanding and interest accrued thereon and to 
accrue thereon to the date of receipt by the Trustee of such money, and other payments due or to become due under 
the Loan Agreement, including without limitation, any unpaid fees and expenses of the Trustee which are then or 
will become due prior to the time that the Series 2005 Bonds are paid in full, or 

(ii) Take whatever action at law or in equity may appear necessary or desirable to collect the amounts 
then due and thereafter to become due, or to enforce performance and observance of any obligation, agreement, or 
covenant of the Developer under the Loan Agreement or the Note. 

The above remedies do not restrict or otherwise affect any remedy the Trustee may have pursuant to the 
Indenture, the Deed of Trust, or otherwise. 

Lockbox Fund 

A Lockbox Fund will be created and established at least seven days prior to the Opening Date with the 
initial Depository Bank which Depository Bank will signify its acceptance of the obligations under the Cash 
Management Agreement by duly executing the Cash Management Agreement.  Unless an Event of Default under the 
Ground Lease by the Developer has occurred and is continuing under the Ground Lease, or the Ground Lease or the 
Developer’s right of occupancy under the Ground Lease has been terminated, in each case of which the Trustee has 
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notice, the Depository Bank is authorized to periodically disburse amounts deposited in the Lockbox Fund to the 
Developer or the Operator for the sole purpose of paying Operating Expenses as periodically requested by the 
Developer or the Operator, pursuant to either check or draft drawn by the Developer or the Operator directly against 
such Lockbox Fund or by written instructions provided by the Developer or the Operator specifying the amount to 
be transferred by the Depository Bank to the Developer or the Operator for the payment of Operating Expenses. If 
an Event of Default (as defined in the Ground Lease) by the Developer has occurred and is continuing under the 
Ground Lease of which the Trustee has notice and the Trustee has no notice of a termination of the Ground Lease or 
the Developer’s right of occupancy under the Ground Lease, the Trustee will instruct the Depository Bank, and the 
Depository Bank is instructed, to periodically distribute amounts deposited in the Lockbox Fund to Developer as 
periodically requested by the Developer pursuant to either check or draft drawn by the Developer directly against 
such Lockbox Fund or by written instructions provided by the Developer specifying the amount to be transferred by 
the Depository Bank to the Developer for (i) budgeted Operating Expenses, and (ii) with the prior written consent of 
the Bond Insurer and the City, unbudgeted Operating Expenses provided that the Developer will provide a weekly 
report summarizing all Operating Expenses paid during each week to the Bond Insurer, the City and, if requested by 
the Trustee, to the Trustee.  

 

Flow of Funds 

Pursuant to the Cash Management Agreement, all amounts contained in Clearing Bank Accounts will be 
automatically withdrawn and transferred at the end of each Business Day to the Lockbox Fund maintained with the 
Depository Bank and will be used by the Developer and the Operator to pay Operating Expenses.  As graphically 
depicted on the page following this section, funds on deposit in the Lockbox Fund on each Lockbox Fund Transfer 
Date will be transferred to the Revenue Fund created under the Indenture and, except as otherwise provided in the 
provisions of the Indenture relating to Events of Default, will be applied by the Trustee for the following purposes in 
the priority in which listed (including curing any deficiencies in deposits, transfers, or payments required in prior 
months), the requirements of each Fund, deposit, transfer or payment to be fully satisfied, leaving no deficiencies, 
prior to any deposit, transfer or payment later in priority, unless as otherwise specifically provided below:  

First, to the Property Tax Fund, an amount equal to one-twelfth of (or, with respect to the Lease Year 
during which the Opening Date occurs, such larger fraction as would be required to fully fund) the Estimated 
Property Tax Requirement for the current Lease Year; 

Second, to the Insurance Premium Fund, an amount equal to one-twelfth of (or, with respect to the Lease 
Year during which the Opening Date occurs, such larger fraction as would be required to fully fund) the Estimated 
Insurance Premium Requirement for the current Lease Year; 

Third, to the FF&E Fund, an amount equal to satisfy the Required Monthly FF&E Deposit Percentage 
applicable for such Lease Year (based on Gross Revenues generated during the preceding month); 

Fourth, to the Debt Service Fund in the following amounts: 

(a) equal installments of the total amount of interest coming due on all Outstanding Bonds 
(including the Series 2005 Bonds) on the next Debt Service Payment Date after taking into account all 
available funds on deposit in the Series 2005A Capitalized Interest Account and the Taxable Series 2005B 
Capitalized Interest Account of the Debt Service Fund to pay interest on such respective Series of Bonds on 
such next Debt Service Payment Date; plus 

(b) commencing with the twelfth month prior to the first principal payment date for a Series 
of Bonds (or commencing on the month immediately following the issuance of a Series of Refunding 
Bonds if the delivery of such Series of Refunding Bonds is made less than twelve months prior to the first 
principal payment date), equal installments of the total amount of principal (including sinking fund 
payments) coming due on all Outstanding Bonds on the next Debt Service Payment Date. 

All amounts transferred into the Debt Service Fund shall be immediately allocated by the Trustee and 
transferred into the Tax-Exempt Account and the Taxable Account of the Debt Service Fund in the appropriate 
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amounts necessary to pay the Debt Service coming due on all Series 2005A Bonds and all Taxable Series 2005B 
Bonds (and any Refunding Bonds, as appropriate) on the next Debt Service Payment Date. 

Fifth, if the Debt Service Reserve Fund contains less than the Reserve Fund Requirement or if there are 
any unpaid reimbursement obligations related to a Reserve Fund Credit Facility or under a guaranty agreement 
(including the Ambac Guaranty Agreement), to the Debt Service Reserve Fund, an amount equal to the amount 
required to replenish the Reserve Fund Requirement or pay reimbursement obligations related to a Reserve Fund 
Credit Facility, pursuant to the Indenture; all amounts so transferred into the Debt Service Reserve Fund (other than 
amounts paid to satisfy reimbursement obligations due to the provider of a Reserve Fund Credit Facility thereunder 
or under a guaranty agreement (including the Ambac Guaranty Agreement), which shall be disbursed to the provider 
of such Reserve Fund Credit Facility) will be immediately allocated by the Trustee and transferred into the Tax-
Exempt Account and the Taxable Account of the Debt Service Reserve Fund on a pro rata basis; 

Sixth, to the Rebate Fund, amounts which, when added to other amounts in the Rebate Fund, shall equal 
the amount required to be on deposit therein pursuant to the Tax Certificates delivered in connection with the 
issuance of Tax-Exempt Bonds; 

Seventh, if the Operating Expense Reserve Fund contains less than the Operating Expense Reserve 
Requirement, to the Operating Expense Reserve Fund, an amount necessary to restore the amount on deposit therein 
to the Operating Expense Reserve Requirement in 12 equal monthly installments; 

Eighth, to the Preferred Equity Return Fund, an amount equal to one-twelfth of (or, during the first 
Lease Year only which occurs during the Operating Period, such larger fraction as would be required to fully fund) 
the Preferred Equity Return for the current Lease Year; 

Ninth, to the Basic Rental Fund, commencing with the first Lease Year during which the Developer is 
required to pay Basic Rental to the City pursuant to the Ground Lease, an amount equal to one-twelfth of (or, during 
the first Lease Year only during which Basic Rental is payable, such larger fraction, if any, as would be required to 
fully fund) the Basic Rental due to the City during the current Lease Year; 

Tenth, to the City Tax Contribution Repayment Fund, an amount equal to all City Tax Contributions 
which have not previously been reimbursed to the City (or which are not currently on deposit in the City Tax 
Contribution Repayment Fund for the purpose of reimbursing the City); provided, however, prior to any Transfer 
described under the Ground Lease that is not a Permitted Transfer under the Ground Lease, any portion of such 
unreimbursed City Tax Contributions which originated from Convention Center Hotel State HOT Revenues or 
Convention Center Hotel State Sales Tax Revenues and which accrued during a prior Lease Year (i.e., not during the 
then current Lease Year) will not be transferred into the City Tax Contribution Repayment Fund with a transfer of 
Net Operating Revenues under this clause Tenth; and 

Eleventh, to the Surplus Revenue Fund, the balance, if any, of moneys remaining in the Revenue Fund. 

Funds on deposit in the Surplus Revenue Fund will be disbursed in the manner described below under “—
Other Funds and Accounts – Surplus Revenue Fund”, including making deposits at certain times into the 
Subordinate Equity Return Fund, the Incentive Operator Fee Fund, and the Revenue Sharing Fund. 

 

(Remainder of Page Intentionally Left Blank) 
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The following table graphically depicts the Flow of Funds and application of City Tax Revenues described above: 

Flow of Funds Summary TABLE 7 

Proposed Flow of Pledged City Tax Revenues for Series 2005 Bonds 
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Funds and Accounts Available for Debt Service  

Amounts contained in the following funds and accounts held by the Trustee under the Indenture are 
available to pay debt service on the Series 2005 Bonds when due in the manner described below. 

Debt Service Fund  

The Debt Service Fund will contain the following accounts: the Series 2005A Capitalized Interest Account, 
the Taxable Series 2005B Capitalized Interest Account, the Tax-Exempt Account, the Taxable Account, and the 
City Tax Revenues Account.  Approximately 38 months of capitalized interest, funded with Series 2005 Bond 
proceeds, will be deposited to the appropriate Account of the Debt Service Fund.  The Tax-Exempt Account and the 
Taxable Account will begin to be funded with approximately equal monthly transfers from the Revenue Fund 
following the opening of the Hotel Project.  Any City Tax Revenues transferred to the Trustee will be deposited into 
the City Tax Revenues Account and used to pay Debt Service on the Series 2005 Bonds, as appropriate.   

(a) Allocations to Tax-Exempt Account and Taxable Account.  All amounts deposited into the Debt 
Service Fund from whatever source will be allocated immediately by the Trustee and transferred into the Tax-
Exempt Account and the Taxable Account of the Debt Service Fund on a pro rata basis as to principal and interest 
coming due on all Tax-Exempt Bonds and Taxable Bonds on the next Debt Service Payment Date unless otherwise 
specifically directed by the Issuer. 

(b) Transfers to Pay Debt Service.  There will be paid out of the appropriate Account of the Debt 
Service Fund on or before each Debt Service Payment Date for any of the Series 2005 Bonds, the amount required 
to pay Debt Service coming due and payable on such date.  All funds on deposit in the Series 2005A Capitalized 
Interest Account and the Taxable Series 2005B Capitalized Interest Account established for the Series 2005A Bonds 
and the Taxable Series 2005B Bonds, respectively, will be used to pay interest coming due on such respective Series 
2005 Bonds prior to the use of any other amounts in the Debt Service Fund for such purpose.  On or before any 
Redemption Date for Bonds to be redeemed, there will also be paid out of the appropriate Account of the Debt 
Service Fund, from available amounts deposited therein from time to time, the Redemption Price of and interest on 
the Series 2005 Bonds then to be redeemed. 

(c) Sinking Fund Installments.  Amounts in the appropriate Account of the Debt Service Fund with 
respect to any Sinking Fund Installment (together with amounts in the appropriate Account of the Debt Service Fund 
with respect to interest on the Series 2005 Bonds for which such Sinking Fund Installment was established) will be 
applied to the redemption of the Series 2005 Bonds and maturity for which such Sinking Fund Installment was 
established in an amount not exceeding that necessary to complete the retirement of such Sinking Fund Installment 
as hereinafter provided.  As soon as practicable after the 60th day preceding the due date of any such Sinking Fund 
Installment, the Trustee will proceed to call for redemption, by giving notice as provided in the Indenture.  Such 
notice will be given only to the extent that moneys therefor are deposited in the appropriate Account of the Debt 
Service Fund and without any instructions from the Issuer. 

(d) Reduction of Sinking Fund Installments Upon Resulting From Earlier Redemptions.  Upon a 
redemption pursuant to any redemption provision of the Indenture, other than an anticipated sinking fund 
redemption provision, of any Series 2005 Bond and maturity for which Sinking Fund Installments have been 
established, the principal amount of such Series 2005 Bonds so purchased or redeemed will be credited toward the 
next Sinking Fund Installment or Installments  

Debt Service Reserve Fund 

The Indenture requires simultaneously with the delivery of the Series 2005 Bonds to the Underwriters, the 
Issuer will deposit in the Debt Service Reserve Fund an amount equal to the Reserve Fund Requirement.  Such 
requirement will be satisfied by depositing to the credit of the Debt Service Reserve Fund (i) an aggregate of 
$3,697,500 from proceeds of the Series 2005A Bonds and the Taxable Series 2005B Bonds as described under 
“PLAN OF FINANCE – Sources and Uses of Funds,” and (ii) a Reserve Fund Credit Facility issued by Ambac 
Assurance Corporation (“Ambac Assurance”) with a maximum available amount to be drawn thereunder 
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aggregating $12,000,000.  Payment procedures and other requirements relating to the Reserve Fund Credit Facility, 
drawing funds thereunder and reimbursing Ambac Assurance for draws thereunder are described under the 
Indenture and in the Ambac Guaranty Agreement (including, but not limited to an obligation to pay interest to 
Ambac Assurance as set forth in the Ambac Guaranty Agreement ). 

(a) Transfers to Debt Service Fund.  The Trustee will apply amounts on deposit in the Debt Service 
Reserve Fund to the extent necessary to make good the deficiency in the Debt Service Fund as described below 
under “Funds and Accounts Available for Debt Service – Shortfalls in Debt Service Fund.”  All cash and 
investments on deposit in the Debt Service Reserve Fund will be liquidated and withdrawn by the Trustee prior to 
drawing on the Reserve Fund Credit Facility.  Withdrawals of cash and investments on deposit in the Debt Service 
Reserve Fund will be made on a pro rata basis from amounts on deposit in the Tax-Exempt Account and the Taxable 
Account of the Debt Service Reserve Fund, unless otherwise directed by the Issuer in writing, but any of such 
withdrawals may be applied towards the payment of Debt Service on any Series 2005 Bonds, whether such Series 
2005 Bonds are considered Tax-Exempt Bonds or Taxable Bonds.  Similarly, if more than one Reserve Fund Credit 
Facility is maintained in the Debt Service Reserve Fund, any withdrawals on such Reserve Fund Credit Facility will 
be pro rata (unless otherwise required by the terms of the Reserve Fund Credit Facility).  When the amount in the 
Debt Service Reserve Fund (exclusive of any Reserve Fund Credit Facility), together with the amount in the Debt 
Service Fund, is sufficient to fully pay all Outstanding Bonds in accordance with their terms (including principal or 
Redemption Price and interest), the amount on deposit in the Debt Service Reserve Fund, together with the amount 
on deposit in the Debt Service Fund may, at the direction of the Issuer, be transferred to the Debt Service Fund and 
applied to pay the principal and Redemption Price of and interest on all Outstanding Bonds. 

(b) Additional Deposits to Cure Deficiencies.  When and so long as the money and investments in the 
Debt Service Reserve Fund total not less than the Reserve Fund Requirement (including the amount available to be 
drawn under a Reserve Fund Credit Facility), no deposits need be made to the credit of the Debt Service Reserve 
Fund; but when and if the Debt Service Reserve Fund at any time contains less than the Reserve Fund Requirement, 
such deficiency in the Reserve Fund Requirement will be cured as described under “—Flow of Funds.” 

(c) Replacement of Cash with Reserve Fund Credit Facility.  In lieu of cash and investments which 
are then on deposit into the Debt Service Reserve Fund to satisfy all or a portion of the Reserve Fund Requirements, 
the Issuer may at any time, but only upon receiving the prior written consent of the City, cause to be deposited in the 
Debt Service Reserve Fund a Reserve Fund Credit Facility in an amount equal to the difference between the Reserve 
Fund Requirement and all or a portion of such cash and investments.   

(d) Procedures and Requirements Relating to Series 2005 Reserve Fund Credit Facility.  As long as 
the 2005 Reserve Fund Credit Facility are in full force and effect, the Issuer and the Trustee agree to comply with 
the following provisions: 

(i) In the event and to the extent that money on deposit in the Debt Service Fund, plus all 
amounts on deposit in and credited to the Debt Service Reserve Fund in excess of the amount of the Series 
2005 Reserve Fund Credit Facility, are insufficient to pay the amount of principal and interest coming due, 
then upon the later of:  (1) one day after receipt by the General Counsel of Ambac Assurance of a demand 
for payment (the “Demand for Payment”), duly executed by the Trustee certifying that payment due under 
the Indenture has not been made to the Trustee; or (2) the payment date of the Series 2005 Bonds as 
specified in the Demand for Payment presented by the Trustee to the General Counsel of Ambac 
Assurance, Ambac Assurance will make a deposit of funds in an account with the Trustee or its successor, 
in New York, New York, sufficient for the payment to the Trustee, of amounts which are then due to the 
Trustee under the Indenture (as specified in the Demand for Payment) up to but not in excess of the Surety 
Bond Coverage, as defined in the Series 2005 Reserve Fund Credit Facility; provided, however, that in the 
event that the amount on deposit in, or credited to, the Debt Service Reserve Fund, in addition to the 
amount available under the Series 2005 Reserve Fund Credit Facility, includes amounts available under a 
letter of credit, insurance policy, surety bond or other such funding instrument (the “Additional Funding 
Instrument”), draws on the Series 2005 Reserve Fund Credit Facility and the Additional Funding 
Instrument will be made on a pro rata basis to fund the insufficiency. 
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(ii) The Trustee will, after submitting to Ambac Assurance the Demand for Payment as 
provided in (i) above, make available to Ambac Assurance all records relating to the Funds and Accounts 
maintained under this Indenture. 

(iii) The Trustee, will, upon receipt of money received from a draw on the Series 2005 
Reserve Fund Credit Facility, as specified in the Demand for Payment, credit the Debt Service Reserve 
Fund to the extent of money received pursuant to such Demand for Payment. 

(iv) The Debt Service Reserve Fund shall be replenished in the following priority:  (1) 
principal and interest on the Series 2005 Reserve Fund Credit Facility and on any Additional Funding 
Instrument shall be paid first from available Net Operating Revenues required to be deposited into the Debt 
Service Reserve Fund as described under “—Flow of Funds” Fifth on a pro rata basis and in amounts 
necessary to fully reimburse Ambac Assurance and fully replenish the Series 2005 Reserve Fund Credit 
Facility within the 12-month time period required in the Indenture; (2) after all such amounts are paid in 
full, amounts necessary to fund the Debt Service Reserve Fund to the required level, after taking into 
account the amounts available under the Series 2005 Reserve Fund Credit Facility, and any Additional 
Funding Instrument, shall be deposited from next available Net Operating Revenues in amounts necessary 
to fully fund the Debt Service Reserve Fund within the 12-month period required in the Indenture. 

Shortfalls in the Debt Service Fund 

(a) Transfers into Debt Service Fund from Other Funds on Business Day Following Lockbox Fund 
Transfer Date.  If on the Business Day immediately following any Lockbox Fund Transfer Date there is not 
sufficient money in the Debt Service Fund on such date, after making the transfers from the Revenue Fund as 
described above in “—Flow of Funds—Fourth” to satisfy the amount then required (as described above under “—
Flow of Funds Fourth”) to be on deposit therein (after taking into account all funds on deposit in the Series 2005A 
Capitalized Interest Account, the Taxable Series 2005B Capitalized Interest Account, the Tax-Exempt Account and 
the Taxable Account of the Debt Service Fund), money will be transferred by the Trustee to the Debt Service Fund 
from the following sources in an amount which, together with the amount then on deposit in the Debt Service Fund, 
will result in the Debt Service Fund having the balance then required to be on deposit therein in order to pay Debt 
Service to become due and payable on the following Debt Service Payment Date: 

First, from the Surplus Revenue Fund; 

Second, from the City Tax Contribution Repayment Fund; 

Third, from the Basic Rental Fund; and 

Fourth, from the Preferred Equity Return Fund. 

(b) Notification of Issuer and City of Any Insufficiencies in Debt Service Fund, Transfer and Use of 
City Tax Revenues.  

(i) In the event funds on deposit in the Revenue Fund are insufficient during any month to 
fully fund the amount required to be deposited into the Debt Service Fund after making transfers of Net 
Operating Revenues as described above under the “—Flow of Funds” (including funding any 
insufficiencies from prior months) and the transfers described in paragraph (a) above, the Trustee will 
immediately notify the Issuer and the City of such event and the aggregate amount of the insufficiency 
which then exists in the Debt Service Fund.  Within one Business Day of being notified by the Trustee of 
such insufficiency in the Debt Service Fund, the City is obligated to transfer certain City Tax Revenues that 
are available for such purposes pursuant to the Economic Development Agreement to a Holding Account 
established and held by the City in an amount sufficient to satisfy such insufficiency so that the amount of 
funds held by the Trustee in the Debt Service Fund, together with the amount of City Tax Revenues held by 
the City in the Holding Account, will equal the total amount of funds then required to be on deposit in the 
Debt Service Fund. 
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(ii) In the event subsequent transfers to the Debt Service Fund as described above under “—
Flow of Funds” Fourth hereof, or the transfers described in paragraph (a) above, are sufficient to make up 
all or a portion of any prior insufficiencies in the Debt Service Fund, the Trustee will promptly notify the 
Issuer and the City of such event and the amount of such insufficiency that has been funded with such 
subsequent transfers.  Upon being so notified by the Trustee, the City is authorized, pursuant to the 
Economic Development Agreement, to transfer a corresponding amount of funds out of the Holding 
Account. 

(iii) In the event subsequent transfers to the Debt Service Fund described under “—Flow of 
Funds” Fourth hereof, or the transfers described in paragraph (a) above, prior to any Debt Service Payment 
Date have been insufficient to make up all prior insufficiencies in the Debt Service Fund such that on the 
tenth day of the month during which such Debt Service Payment Date occurs there remains a shortfall in 
the amount on deposit in the Debt Service Fund to pay all Debt Service coming due on such Debt Service 
Payment Date, the Trustee will immediately notify the City of such event and the amount of such 
insufficiency that exists in the Debt Service Fund.  Upon being so notified by the Trustee, the City is 
required, pursuant to the Economic Development Agreement, to transfer from the Holding Account to the 
Trustee, on or before the Business Day immediately preceding such Debt Service Payment Date, an amount 
equal to such insufficiency. 

Immediately upon receipt of such funds from the City, the Trustee will immediately deposit same into the 
City Tax Revenues Account of the Debt Service Fund and, pursuant to the Indenture, will use such funds on the next 
Debt Service Payment Date, along with all other funds on deposit in the Debt Service Fund, to pay Debt Service 
coming due on such Debt Service Payment Date.  In the event other funds become available to the Trustee to pay 
Debt Service on such Debt Service Payment Date and the Trustee does not actually use all or any portion of the 
funds transferred by the City, the Trustee shall transfer such unused funds back to the City. 

(c) Transfers into Debt Service Fund from Other Funds on Business Day Preceding Debt Service 
Payment Date.  If on the Business Day immediately preceding a Debt Service Payment Date there is not sufficient 
money in the Debt Service Fund on such date, after making the transfers from the Revenue Fund in “—Flow of 
Funds” Fourth hereof, and from the transfers described in paragraph (a) above, to pay Debt Service on the Series 
2005 Bonds to become due and owing on such Debt Service Payment Date (after taking into account all funds on 
deposit in the Series 2005A Capitalized Interest Account and the Taxable Series 2005B Capitalized Interest Account 
of the Debt Service Fund), money will be transferred to the Debt Service Fund from the following sources in an 
amount which, together with the amount then on deposit in the Debt Service Fund, will result in the Debt Service 
Fund having the balance required to be on deposit therein in order to pay Debt Service to become due and payable 
on such Debt Service Payment Date: 

First, from the City Tax Revenues Account of the Debt Service Fund;  

Second, from the Debt Service Reserve Fund (but only at the end of the Business Day immediately 
preceding the Debt Service Payment Date); 

Third, subject to the transfer of funds to satisfy the Debt Service Fund requirements from the Series 2005A 
Project Account, the Taxable Series 2005B Project Account, and the Investor Equity Account of the Construction 
Fund on a pro rata basis; and 

Fourth, from payments made by the Bond Insurer under the Financial Guaranty Insurance Policy. 

Other Funds and Accounts 

Construction Fund 

The Construction Fund will contain the following Accounts:  the Series 2005A Project Account; the 
Taxable Series 2005B Project Account; the Investor Equity Account; the Series 2005A Costs of Issuance Account; 
and the Taxable Series 2005B Cost of Issuance Account.   
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(a) Deposits to the Construction Fund.  There will be deposited into the Construction Fund the 
amounts required to be so deposited by the provisions of the Indenture, including as described herein under “PLAN 
OF FINANCE—Estimated Sources and Uses of Funds.”  There may also be deposited into the Construction Fund 
until the Date of Final Completion any money received by the Trustee from any source (including but not limited to 
funds received from the Design/Builder for “Punch List Work” pursuant to the Design/Build Agreement or 
otherwise) with the express written direction to deposit such moneys in an Account of the Construction Fund unless 
otherwise required to be applied by the Indenture. 

(b) Payment of Issuance Costs.  Except for the payment of Issuance Costs to be paid on the date of 
initial delivery of the Series 2005 Bonds in accordance with instructions contained in a closing memorandum 
provided by the Issuer to the Trustee, disbursements to pay or reimburse the payment of the Issuance Costs will be 
made by the Trustee from the Series 2005A Costs of Issuance Account and the Taxable Series 2005B Costs of 
Issuance Account only upon receipt of a Requisition Requesting Disbursement of Issuance Costs on the terms and 
conditions as set forth in the Indenture.  Upon the earlier to occur of (i) the delivery to the Trustee of a written 
certificate from an Authorized Issuer Representative stating that all Issuance Costs for the Series 2005 Bonds have 
been paid or duly provided for, or (ii) December 1, 2005, all funds remaining in the Series 2005A Costs of Issuance 
Account or the Taxable Series 2005B Costs of Issuance Account will be transferred to the Series 2005A Project 
Account and the Taxable Series 2005B Project Account, respectively, and the Series 2005A Costs of Issuance 
Account and the Taxable Series 2005B Costs of Issuance Account thereafter will be closed. 

(c) Sources for Payment of Hotel Project Improvements Cost.  The Trustee will make disbursements 
from the Series 2005A Project Account, the Taxable Series 2005B Project Account, and the Investor Equity 
Account of the Construction Fund to pay Hotel Project Improvements Costs in accordance with the terms and 
conditions as set forth in the Indenture. 

(d) Transfer of Excess Funds from Series 2005A Project Account.  Upon the receipt by the Trustee of 
the Final Acceptance Certificate and receipt of the certificate of the Construction Monitor as described in the Loan 
Agreement, (i) to the extent the amount remaining in the Series 2005A Project Account of the Construction Fund is 
at least $100,000, the Trustee will transfer the amount remaining in the Series 2005A Project Account of the 
Construction Fund to the Tax-Exempt Account of the Debt Service Fund, which funds will be used to redeem Series 
2005A Bonds in accordance with the Indenture, and the Series 2005A Project Account of the Construction Fund will 
thereafter be closed; and (ii) to the extent the amount remaining in the Series 2005A Project Account is less than 
$100,000, if any, the Trustee will transfer the amount remaining in the Series 2005A Project Account of the 
Construction Fund to the Tax-Exempt Account of the Debt Service Fund, and the Series 2005A Project Account of 
the Construction Fund will thereafter be closed. 

(e) Transfer of Excess Funds from Taxable Series 2005B Project Account.  Upon the receipt by the 
Trustee of the Final Acceptance Certificate and receipt of the certificate of the Construction Monitor as described 
the Loan Agreement, (i) to the extent the amount remaining in the Taxable Series 2005B Project Account of the 
Construction Fund is at least $100,000, the Trustee will transfer the amount remaining in the Taxable Series 2005B 
Project Account of the Construction Fund to the Taxable Account of the Debt Service Fund, which funds will be 
used to redeem Taxable Series 2005B Bonds in accordance with the Indenture, and the Taxable Series 2005B 
Project Account of the Construction Fund will thereafter be closed; and (ii) to the extent the amount remaining in the 
Taxable Series 2005B Project Account is less than $100,000, if any, the Trustee will transfer the amount remaining 
in the Taxable Series 2005B Project Account to the Taxable Account of the Debt Service Fund, and the Taxable 
Series 2005B Project Account of the Construction Fund will be closed. 

(f) Transfer of Excess Funds from Investor Equity Account.  Upon receipt by the Trustee of the Final 
Acceptance Certificate and receipt of the certificate of the Construction Monitor as described in the Loan 
Agreement, the Trustee will transfer the amount remaining in the Investor Equity Account of the Construction Fund 
to the Equity Investors in accordance with instructions provided by the Developer. 

(g) Transfer of Funds If Required to Satisfy Debt Service Fund.  Prior to the Opening Date, amounts 
in the Series 2005A Project Account, the Taxable Series 2005B Project Account, and the Investor Equity Account of 
the Construction Fund will be transferred at the written direction of the Issuer, with the written consent of the Bond 
Insurer and the Developer, to the Debt Service Fund to be applied to the payment of Debt Service on the Series 2005 
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Bonds when due, as required by the Indenture; provided however, the Construction Monitor and the Design/Builder 
each first will certify to the Trustee that the amounts remaining in the Series 2005A Project Account, the Taxable 
Series 2005B Project Account, and the Investor Equity Account of the Construction Fund after such transfer are 
sufficient to pay all remaining Hotel Project Improvements Cost. 

Property Tax Fund 

Money on deposit in the Property Tax Fund will be paid out from time to time by the Trustee to pay all 
Impositions (including, but not limited to personal property taxes) that become due and payable with respect to the 
ownership and operation of the Hotel Project, as directed by a Request of the Developer, or if a Request of the 
Developer has not been filed timely by the Developer in order to pay such Impositions when due, as directed by the 
Issuer or the City.  Any Funds on deposit in the Property Tax Fund after all Impositions due and payable during an 
Lease Year have been paid will be retained in the Property Tax Fund and used to offset required deposits therein 
during the following Lease Year.  

Insurance Premium Fund 

Money on deposit in the Insurance Premium Fund will be paid out from time to time by the Trustee to pay 
all insurance premiums that become due and payable with respect to the ownership and operation of the Hotel 
Project, as directed by a Request of the Developer, or if a Request of the Developer has not been filed timely by the 
Developer in order to pay such insurance premiums when due, as directed by the Issuer or the City, in substantially 
the form set forth in the Indenture.  Notwithstanding the foregoing, in the event the Trustee has been notified in 
writing by the Bond Insurer that the underlying rating on the Bonds maintained by any Rating Agency was below 
Investment Grade at any time during the preceding calendar quarter and that, consequently, the Bond Insurer is due 
an Additional Bond Insurance Premium, the Trustee will withdraw from the Insurance Premium Fund and pay to the 
Bond Insurer, within ten Business Days after receiving written direction from the Bond Insurer and without the 
necessity of receiving a Request of the Developer, an amount equal to 0.20% (20 basis points) of the Debt Service 
which was deemed to have accrued for each day of the preceding calendar quarter during which the underlying 
rating on the Bonds by any Rating Agency was below Investment Grade, all as directed by the Bond Insurer (with 
notice to the City and the Developer.  Any Funds on deposit in Insurance Premium Fund after all insurance 
premiums due and payable during a Lease Year have been paid will be retained in the Insurance Premium Fund and 
used to offset required deposits therein during the following Lease Year. 

FF&E Fund 

(a) Payments for FF&E and Capital Expenses.  Unless an “Event of Default” by the Developer has 
occurred and is continuing under the Ground Lease, the Trustee will make disbursements directed by a Request of 
the Developer in substantially the form attached to the Indenture of funds deposited in the FF&E Fund for the 
purpose of paying for (i) FF&E and Capital Expenses included in the Capital Budget, (ii) if funds are insufficient in 
the Operating Expense Reserve Fund or the Surplus Revenue Fund to make such payment, amounts reasonably 
determined by the Developer to be required to be made to protect life, health or property from imminent danger or to 
comply with Legal Requirements and (iii) FF&E and Capital Expenses not included in the Capital Budget which 
exceed $250,000 with the prior written consent of the Bond Insurer, the Issuer, and the City.  If an “Event of 
Default” by the Developer has occurred and is continuing under the Ground Lease, the Trustee will make 
disbursements as directed by a Request of the Developer (and consented to by the City and the Bond Insurer in 
writing) for the purposes and in the manner described in the immediately preceding sentence; provided that the 
Developer will provide a weekly report summarizing all amounts paid out of the FF&E Fund during each week to 
the Trustee, the Bond Insurer, the City and the Issuer.  

(b) Transfer of Excess Funds.  If the amount on deposit in the FF&E Fund exceeds the FF&E 
Requirement, amounts in excess of the FF&E Requirement will be deposited into the Revenue Fund. 

(c) FF&E Consultant.  Under the Loan Agreement, the Developer has agreed that it will, beginning 
with the Lease Year during which the 10th anniversary of the Opening Date of the Hotel Project occurs and 
continuing every second Lease Year, in the event the Debt Service Coverage Amount for the last complete Lease 
Year is less than two times (2x) the annual Debt Service for such Lease Year, thereafter, hire an FF&E consultant 
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acceptable to the Bond Insurer.  The FF&E consultant will evaluate the capital improvement needs of the Hotel 
Project.  The Developer will require the FF&E consultant to submit in writing, not less than 60 days prior to the 
Lease Year in which it was hired, to the Developer its recommendations (with copies to the Bond Insurer, the 
Trustee, and the City) regarding (i) then-current and future capital improvements needs of the Hotel Project, (ii) the 
amount of money that, in its opinion, should be in deposit in the FF&E Fund, and (iii) the amount of Required 
Monthly FF&E Deposit (expressed as a percentage of Gross Revenues) it recommends should be deposited to the 
FF& Fund each month. 

Rebate Fund 

Money will be deposited into the Rebate Fund as described above under “—Flow of Funds” in the amount 
required pursuant to the Indenture and that certain Tax Agreement delivered in connection with the issuance of the 
Series 2005A Bonds. 

Operating Expense Reserve Fund 

(a) Payments to Fund Unbudgeted Expenses or for Certain Repairs.  Funds on deposit in the 
Operating Expense Reserve Fund will be applied by the Trustee, upon receipt by the Trustee of a Request of the 
Developer, for (i) the payment of Operating Expenses, Capital Expenses, and/or any other expenses which, if 
unbudgeted, is approved in writing by the City and the Bond Insurer, at any time during which such expenses exceed 
Gross Revenues for such month plus the amount otherwise available in the Lockbox Fund and the FF&E Fund to 
pay such expenses (to the extent amounts in such Funds are authorized to be used for such expenses), and (ii) repair 
or replacement of the Hotel Project in the event of casualty damage or for the payment of amounts reasonably 
determined by the Developer as are required to be made to protect life, health or property from imminent danger or 
to comply with Legal Requirements.  

(b) In addition to the deposits required to be made into the Operating Expense Reserve Fund pursuant 
to section (a) above which causes the balance on deposit in the Operating Expense Reserve Fund to be less than the 
Operating Reserve Requirement, and any such deficiency in such Fund shall be restored within 12 months of the 
date such deficiency first occurred by making monthly deposits of Net Operating Revenues from the Revenue Fund 
to the Operating Expense Reserve Fund pursuant to “SECURITY AND SOURCES OF PAYMENT – Flow of 
Funds” Seventh hereof. 

(c) Transfer of Excess Funds.  If the amount on deposit in the Operating Expense Reserve Fund 
exceeds the Operating Reserve Requirement, amounts in excess of the Operating Expense Reserve Requirement will 
be deposited into the Revenue Fund.  

Preferred Equity Return Fund 

(a) Transfers to Satisfy Insufficiencies in Other Funds.  On the Business Day immediately following 
each Lockbox Fund Transfer Date, after the Trustee has applied all amounts on deposit in the Revenue Fund as 
described above in the “—Flow of Funds,” the Trustee will apply amounts from the Preferred Equity Return Fund as 
follows: 

First, to the extent necessary to make good any deficiency in the amount then expected to have accrued and 
to have been deposited into the Debt Service Fund as described in “—Flow of Funds” Fourth hereof; 

Second, to the extent necessary to make good any deficiency in the amount then expected to have accrued 
and to have been deposited into the Debt Service Reserve Fund as described in “—Flow of Funds” Fifth hereof; and 

Third, to the extent necessary to make good any deficiency in the amount then expected to have accrued 
and to have been on deposit in any other Fund or Account as described in “—Flow of Funds” First through Third 
and Sixth through Seventh, in such order of priority. 
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(b) Transfer of Preferred Equity Return to Developer.   

(i) On each January Distribution Date and each July Distribution Date and after making all transfers, 
payments and deposits required as described in this section, the Trustee will transfer all funds on deposit in the 
Preferred Equity Return Fund to the Developer (or to other Persons upon written direction of the Developer to the 
Trustee) in payment of the Preferred Equity Return which has been generated by the Hotel Project during the 
preceding six month period; provided, however, no transfers will be made as provided above if the Trustee receives 
written notification prior to a January or July Distribution Date (with a copy to the Developer and the Bond Insurer) 
that Additional Rent is due and owing to the City by the Developer pursuant to the Ground Lease which has not 
been fully satisfied, or that indemnification obligations have arisen pursuant to the Ground Lease and such 
obligations have not been fully satisfied by the Developer.  The Developer may dispute such notification provided 
by the City, but no funds will be disbursed to the Developer from the Preferred Equity Return Fund pursuant to this 
section and no funds will be disbursed to the City from the Basic Rental Fund pursuant to the Indenture until the 
Trustee has received written evidence from the Developer and the City that the Developer has fully satisfied its 
obligations to pay such Additional Rent and/or indemnification obligations or that such dispute has been settled. 

(ii) Notwithstanding clause (i) above, in the event Preferred Equity Return is paid on the July 
Distribution Date, but Net Operating Revenues are insufficient during the remainder of such Lease Year to fully 
fund the Debt Service Fund as described under “—Flow of Funds” Fourth and City Tax Contributions are actually 
transferred by the City and used by the Trustee to pay Debt Service on the following January Debt Service Payment 
Date in accordance with the Indenture, no Preferred Equity Return shall be paid to the Developer on the January 
Distribution Date unless the Developer, pursuant to its obligation set forth in the Loan Agreement, has provided 
funds to reimburse the City for the lesser of (A) such City Tax Contributions actually used to pay Debt Service on 
such January Debt Service Payment Date, together with interest accrued thereon at the City Tax Rate, and (B) the 
amount of Preferred Equity Return paid to the Developer (or to other Persons as directed in writing by the 
Developer) on the immediately preceding July Disbursement Date.   

(iii) In the event the Developer satisfies the reimbursement obligation described in clause (ii) above 
and in the Loan Agreement after the January Disbursement Date and provides written confirmation to the Trustee 
(with a copy to the City) of such event, on the tenth Business Day after receiving such confirmation from the 
Developer the Trustee shall disburse all funds on deposit in the Preferred Equity Return Fund to the Developer in 
payment of the Preferred Equity Return which was due and owing to the Developer in accordance with the 
provisions of this section unless during such period such confirmation has been disputed in writing by the City, in 
which event no funds shall be disbursed to the Developer from the Preferred Equity Return Fund pursuant to this 
section or to the City from the Basic Rental Fund pursuant to the Indenture until the Trustee has received written 
evidence from the Developer and the City that such dispute has been settled. 

(c) Restrictions on Transfer of Preferred Equity Return Applicable Only to January Disbursement 
Date.  The restriction upon payment of Preferred Equity Return as described in section (b) above applies only in 
connection with each January Disbursement Date.  In the event the City has not been fully reimbursed through the 
operation of such section (b) (or as otherwise provided in the Indenture) for any City Tax Contributions actually 
used to pay Debt Service on a July or January Debt Service Payment Date (the source of payment for which is 
derived from Net Operating Revenues generated during a single Lease Year), any such deficiency shall not restrict 
the amount of Preferred Equity Return that may be distributed from the Preferred Equity Return Fund on the 
following July Disbursement Date if Net Operating Revenues are subsequently sufficient to permit funds to be 
deposited into the Preferred Equity Return Fund as described in the “—Flow of Funds” and otherwise pursuant to 
the Indenture.  The City, however, will be entitled to be reimbursed for any such insufficiency during subsequent 
Lease Years, with Net Operating Revenues from the Revenue Fund as described in “—Flow of Funds” Tenth hereof 
and as also provided in the Loan Agreement. 

Basic Rental Fund 

(a) Transfers to Satisfy Insufficiencies in Other Funds.  On the Business Day immediately following 
each Lockbox Fund Transfer Date, after the Trustee has applied all amounts on deposit in the Revenue Fund as 
described above in the “—Flow of Funds,” the Trustee will apply amounts from the Basic Rental Fund as follows: 
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First, as described above under “Funds and Accounts Available for Debt Service—Shortfalls in Debt 
Service” to the extent necessary to make good any deficiency in the amount then expected to have accrued and to 
have been deposited into the Debt Service Fund as described above under “—Flow of Funds” Fourth;  

Second, to the extent necessary to make good any deficiency in the amount then expected to have accrued 
and to have been deposited into the Debt Service Reserve Fund as described above under “—Flow of Funds” Fifth; 
and 

Third, to the extent necessary to make good any deficiency in the amount then expected to have accrued 
and to have been on deposit in any other Fund or Account as described in the “—Flow of Funds” First through 
Third and Sixth through Eighth, in such order of priority. 

(b) Transfer of Basic Rental to City.   

(i) On each January Distribution Date and July Distribution Date, and after making all transfers, 
payments and deposits required as described in this section, the Trustee will transfer all funds on deposit in the Basic 
Rental Fund to the City (less an amount equal to rent credit found to be due and owing to the Developer pursuant to 
the Ground Lease which the Trustee shall pay directly to the Developer), in full or partial payment, as the case may 
be, first, of any interest due to the City on deferred payments of Basic Rental in accordance with the Ground Lease, 
and second, Basic Rental which has accrued pursuant to the Ground Lease since the last payment of Basic Rental 
was made pursuant to the Indenture (and any earlier periods in the event Basic Rental to the City during such earlier 
periods has not been fully paid).  The Trustee will maintain appropriate records which indicate the aggregate amount 
of Basic Rental payable to the City under the Ground Lease that accrues during each payment period (and preceding 
payment periods if the City did not receive all unpaid accrued Basic Rental on the preceding payment date) and how 
much of such accrued amount remains unpaid following any disbursement to the City on a payment date, if any.   

(ii) Notwithstanding clause (i) above, in the event Basic Rental is paid on the July Distribution Date, 
but Net Operating Revenues are insufficient during the remainder of such Lease Year to fully fund the Preferred 
Equity Return Fund as described under “—Flow of Funds” Eighth on the immediately succeeding January 
Distribution Date, no Basic Rental will be paid to the City on such January Distribution Date unless the City has 
provided funds to reimburse the Developer for the lesser of (A) the amount of Preferred Equity Return which would 
otherwise be due and payable on such January Distribution Date, and (B) the amount of Basic Rental paid to the 
City on the immediately preceding July Distribution Date. 

(iii) In the event the City satisfies the reimbursement obligation set forth in the preceding sentence 
after the January Disbursement Date and provides written confirmation to the Trustee, (with a copy to the 
Developer) of such event, on the tenth Business Day after receiving such confirmation from the City, the Trustee 
will disburse all funds on deposit in the Basic Rental Fund to the City in payment of the Basic Rental which was due 
and owing to the City in accordance with the provisions of the Ground Lease, unless during such period such 
confirmation has been disputed in writing by the Developer, in which event no funds will be disbursed to the City 
from the Basic Rental Fund pursuant to the Indenture or to the Developer from the Preferred Equity Fund pursuant 
to the Indenture until the Trustee has received written evidence from the City and the Developer that such dispute 
has been settled. 

City Tax Contribution Repayment Fund 

(a) Transfers to Satisfy Insufficiencies in Other Funds.  On the Business Day immediately following 
each Lockbox Fund Transfer Date, after the Trustee has applied all amounts on deposit in the Revenue Fund as 
described above under “—Flow of Funds,” the Trustee will apply amounts from the City Tax Contribution 
Repayment Fund as follows: 

First, as described above under “—Funds and Accounts Available for Debt Service—Shortfalls in Debt 
Service” Second, to the extent necessary to make good any deficiency in the amount then expected to have accrued 
and to have been deposited into the Debt Service Fund as described above under “—Flow of Funds” Fourth; 
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Second, to the extent necessary to make good any deficiency in the amount then expected to have accrued 
and to have been deposited into the Debt Service Reserve Fund as described above under “—Flow of Funds” Fifth; 
and 

Third, to the extent necessary to make good any deficiency in the amount then expected to have accrued 
and to have been on deposit in any other Fund or Account as described above under “—Flow of Funds” First 
through Third and Eighth through Ninth, in such order of priority. 

(b) Transfer of City Tax Contribution Repayments to City.  On the first Business Day immediately 
following each Debt Service Payment Date and after making all transfers, payments and deposits required as 
described in this section, the Trustee will transfer all funds on deposit in the City Tax Contribution Repayment Fund 
to the City in full or partial payment, as the case may be, of all City Tax Contributions which have been made by the 
City and used by the Trustee to pay Debt Service on any Bonds.  In addition, any funds transferred by the Developer 
to the Trustee and deposited into the City Tax Contribution Repayment Fund in satisfaction of the Developer’s 
obligation set forth in the Loan Agreement will be immediately transferred to the City.  The Trustee will maintain 
appropriate records which indicate the aggregate amount of such City Tax Contributions paid by the City under the 
Economic Development Agreement and the Indenture, the aggregate amount of City Tax Contributions that have 
been repaid to the City pursuant to this section, and the amount of City Tax Contributions that remains to be repaid 
to the City as described in this section. 

Surplus Revenue Fund 

(a) Payments to Fund Unbudgeted Expenses or for Certain Repairs.  Funds on deposit in the Surplus 
Revenue Fund will be applied by the Trustee, upon receipt by the Trustee of a Request of the Developer for repair or 
replacement of the Hotel Project in the event of an uninsured or underinsured casualty damage or for the payment of 
amounts reasonably determined by the Developer as are required to be made to protect life, health or property from 
imminent danger or to comply with Legal Requirements, or with the consent of the City and the Bond Insurer to pay 
unbudgeted Operating Expenses or Capital Expenses. 

(b) Transfers to Satisfy Insufficiencies in Other Funds.  On the Business Day immediately following 
each Lockbox Fund Transfer Date, after the Trustee has applied all amounts on deposit in the Revenue Fund as 
described above under “—Flow of Funds,” the Trustee will apply amounts on deposit in the Surplus Revenue Fund, 
if any, as follows: 

First, as described above under “—Funds and Accounts Available for Debt Service—Shortfalls in Debt 
Service” First, to the extent necessary to make good any deficiency in the amount then expected to have accrued and 
to have been deposited into the Debt Service Fund as described above under “—Flow of Funds” Fourth hereof; 

Second, to the extent necessary to make good any deficiency in the amount then expected to have accrued 
and to have been deposited into the Debt Service Reserve Fund as described above under “—Flow of Funds” Fifth 
hereof; and 

Third, to the extent necessary to make good any deficiency in the amount then expected to have accrued 
and to have been on deposit in any other Fund or Account as described above under “—Flow of Funds” First 
through Third and Sixth through Ninth. 

(c) Transfer to Subordinate Equity Return Fund.  On the Business Day immediately following each 
Lockbox Fund Transfer Date that occurs in each January and July, but only after making all transfers, payments and 
deposits required as described in subsections (a) and (b) above, the Trustee will transfer into the Subordinate Equity 
Return Fund an amount equal to the Subordinate Equity Return required to be paid on the following January or July 
Distribution Date, as determined pursuant to the Indenture. 

(d) Transfers to Incentive Operator Fee Fund.  Pursuant to the Cash Management Agreement, the 
Developer is required, within 120 days following the end of each Lease Year, to provide the Trustee with the 
amount of the Incentive Operator Fee due and owing to the Operator for such Lease Year in accordance with the 
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Hotel Management Agreement.  The Trustee is entitled to conclusively rely on the figure provided by the Developer 
for purposes of transferring such amount into the Incentive Operator Fee Fund unless such figure is disputed in good 
faith and in writing to the Trustee by the City or the Bond Insurer within ten Business Days following receipt of 
such figure from the Developer.  If the Trustee has not received a notice in writing from either the City or the Bond 
Insurer disputing in good faith such figure within such period of time, the Trustee will transfer the amount provided 
by the Developer into the Incentive Operator Fee Fund.  If the Trustee receives a notice in writing from either the 
City or the Bond Insurer disputing in good faith such figure within such period of time, no transfers shall be made 
from the Surplus Revenue Fund to the Incentive Operator Fee Fund (or to the “—Revenue Sharing Fund” as 
described in section (e) below) until such amount has been agreed to by the Developer, the City, and the Bond 
Insurer, after which the Trustee will transfer such agreed-upon amount into the Incentive Operator Fee Fund. 

(e) Transfers to Revenue Sharing Fund.  Immediately upon, and only after, transferring any funds to 
the Incentive Operator Fee Fund in accordance with section (d) above, the Trustee will transfer all remaining 
amounts on deposit in the Surplus Revenue Fund to the Revenue Sharing Fund. 

(f) Trustee to Establish Separate Accounts in Surplus Fund for Each Lease Year.  Notwithstanding 
anything to the contrary above, the application of funds on deposit in the Surplus Revenue Fund as described in 
subsection (a) through (e) above are to be applied separately with respect to each Lease Year during the Operating 
Period.  In order to not co-mingle funds deposited into the Surplus Revenue Fund from different Lease Years (which 
will permit the Developer to prepare a final accounting for such Lease Year), the Trustee will establish a separate 
Account in the Surplus Revenue Fund for each Lease Year into which it will only make deposits therein resulting 
from Net Operating Revenues generated during such Lease Year including the deposits required to be made to the 
Surplus Revenue Fund on the Lockbox Fund Transfer Date of each January in accordance with “–Flow of Funds” 
Tenth hereof (which result from funds derived during the final month of the immediately preceding Lease Year) and 
transfers into other Funds and Accounts on the Business Day immediately following the Lockbox Fund Transfer 
Date that occurs in January in accordance with “–Funds and Accounts Available for Debt Service” hereof.  
Following the transfer described under section (d) and (e) above of all funds on deposit in the Account of the 
Surplus Revenue Fund established for a particular Lease Year, such Account shall be immediately closed by the 
Trustee. 

Subordinate Equity Return Fund 

(a) Purpose of and Deposits into Subordinate Equity Return Fund.  The purpose of the Subordinate 
Equity Return Fund is to deposit therein Net Operating Revenues from the Surplus Revenue Fund in an amount 
sufficient to pay all Subordinate Equity Return due to the Subordinate Equity Investors during each Lease Year.  
The Developer is obligated pursuant to the Cash Management Agreement to notify the Trustee, the City, and the 
Bond Insurer prior to the commencement of each Lease Year (and periodically during such Lease Year if 
circumstances would cause such amounts to change) of the total amount of Subordinate Equity Return required to be 
deposited in the Subordinate Equity Return Fund from the Surplus Revenue Fund and paid to the Developer (for 
further disbursement to the Subordinate Equity Investors) on the respective January and July Distribution Dates. 

(b) Transfer of Subordinate Equity Return to Developer.  On each January Distribution Date and July 
Distribution Date, the Trustee will transfer all funds on deposit in the Subordinate Equity Return Fund to the 
Developer (or to other Persons upon written direction of the Developer to the Trustee) in payment of the 
Subordinate Equity Return which has been generated by the Hotel Project during the preceding six month period.  
Notwithstanding the foregoing, in the event Subordinate Equity Return is paid on the July Distribution Date, but Net 
Operating Revenues are insufficient during the remainder of such Lease Year to fully fund the Debt Service Fund as 
described in “—Flow of Funds” Fourth and City Tax Contributions are actually transferred by the City and used by 
the Trustee to pay Debt Service on the following January Debt Service Payment Date in accordance with the 
Indenture, and (ii) the Basic Rental Fund as described above under “—Flow of Funds” Ninth, then no Subordinate 
Equity Return will be paid to the Developer on the January Distribution Date unless the Developer, pursuant to its 
obligation set forth in the Loan Agreement, has provided funds to reimburse the City for the lesser of (A) such City 
Tax Contributions actually used to pay Debt Service on such January Debt Service Payment Date, plus any 
deficiency in the Basic Rental Fund, together with interest accrued thereon at the City Tax Rate, and (B) the amount 
of Subordinate Equity Return paid to the Developer (or to other Persons as directed in writing by the Developer) on 
the immediately preceding July Distribution Date.  In the event the Developer actually satisfies its reimbursement 
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obligation set forth in the preceding sentence and in the Loan Agreement after the January Disbursement Date and 
provides written confirmation to the Trustee, which is confirmed in writing by the City, that such obligation has 
been fully satisfied, the Trustee will immediately disburse all funds on deposit in the Subordinate Equity Return 
Fund to the Developer (or to other Persons upon written direction of the Developer to the Trustee) in payment of the 
Subordinate Equity Return which was generated by the Hotel Project during the preceding six month period. 

Incentive Operator Fee Fund 

Immediately upon deposit of any funds to the Incentive Operator Fee Fund as described under 
subsection (d) of “— Other Funds and Accounts — Surplus Revenue Fund,” the Trustee shall transfer all of such 
funds to the Operator. 

Revenue Sharing Fund 

Immediately upon deposit of any funds to the Revenue Sharing Fund, the Trustee will transfer (i) to the 
City an amount equal to 10% of the total funds on deposit in the Revenue Sharing Fund (representing the City’s 
Participation Rental due under the Ground Lease), and (ii) to the Developer, all remaining funds on deposit in the 
Revenue Sharing Fund.  

Insurance and Condemnation Proceeds Fund 

Pursuant to notice from Developer to the City as required by the Ground Lease, the Trustee has been 
designated to serve as the “Insurance Trustee” and the “Condemnation Trustee” under the Ground Lease, and the 
Trustee accepts those duties and responsibilities as long as the Trustee is serving as the Trustee under this Indenture.  
The Ground Lease sets forth the requirements pertaining to the use of “Insurance Proceeds” received by the 
Developer or the City as a result of any Casualty to the Hotel Project.  The Trustee, in its capacity as Trustee under 
the Indenture, is expected to receive Insurance Proceeds only in the event the Developer elects to optionally 
terminate the Ground Lease as permitted under the Ground Lease if Substantially All of the Project Improvements 
have been damaged or destroyed by Casualty or Governmental Rule does not permit the restoration of the Project 
Improvements to a tenantable building and economically viable convention center hotel, with the understanding that 
such Insurance Proceeds will be used to redeem Outstanding Series 2005 Bonds.  The Trustee, in its capacity as 
Insurance Trustee under the Ground Lease, is expected to receive Insurance Proceeds in the event of any casualty 
resulting in damage involving a reasonably estimated cost of repair of more than $2,000,000 or in the event that 
Developer elects to optionally terminate the Ground Lease as permitted under the Ground Lease if Substantially All 
of the Project Improvements have been damaged or destroyed by Casualty or Governmental Rule does not permit 
the restoration of the Project Improvements to a tenantable building and economically viable convention center 
hotel.  The Trustee, in its capacity as Condemnation Trustee under the Ground Lease, is expected to receive funds 
representing a Condemnation Award to distribute same in accordance with the Ground Lease and, only in the event 
the Developer elects to terminate the Ground Lease as permitted under the Ground Lease if the whole of the Hotel 
Premises and Project Improvements or Substantially All of the Premises and Project Improvements are taken in a 
Condemnation Action, with the understanding that such funds shall be used to redeem Outstanding 2005 Bonds.  On 
or before the date of redemption of the Series 2005 Bonds as determined by the Trustee in accordance with the 
provisions of the Indenture, the Trustee will transfer the entire amount on deposit in the Insurance and 
Condemnation Proceeds Fund to the Debt Service Fund and such amount will thereafter be used to mandatorily 
redeem Outstanding Series 2005 Bonds in authorized denominations on a pro rata basis. 

Economic Development Agreement 

The following summarizes certain limited provisions of the Economic Development Agreement between 
the City and the Issuer.  Reference is made to the Economic Development Agreement for the detailed provisions 
thereof.  Further, capitalized terms to this summary of the Economic Development Agreement which are not defined 
herein will have the meaning assigned to such terms in the Economic Development Agreement, and in the event of 
any conflicts between any definitions used in this summary and the definitions in the Economic Development 
Agreement, the provisions of the Economic Development Agreement will control. 
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General 

The City has determined that the construction and operation of the Hotel Project will promote local 
economic development and will stimulate business and commercial activity in the City.  In consideration of these 
benefits, the City and the Issuer have entered into the Economic Development Agreement, whereby the City agrees, 
to pledge or grant City Tax Revenues in order to provide security for the payment of debt service on the Series 2005 
Bonds in the event the Net Operating Revenues are insufficient to pay all debt service on the Series 2005 Bonds 
when due subject to the terms of the Economic Development Agreement as described below. 

City Tax Revenues 

All City Tax Revenues required to be transferred by the City to the Trustee on behalf of the Issuer pursuant 
to the Economic Development Agreement in the event of certain insufficiencies in amounts in the Debt Service 
Fund are payable solely from the following revenue sources of the City and in the following order of priority: 

First, from Convention Center Hotel State HOT Revenues.  On or before the date of opening of the Hotel 
Project the City will create a separate account on the financial records of the City into which the City will 
deposit all Convention Center Hotel State HOT Revenues when received by the City (the “Convention 
Center Hotel State HOT Revenues Account”).  Any Convention Center Hotel State HOT Revenues on 
deposit in the Convention Center Hotel State HOT Revenues Account on the Business Day immediately 
following the Debt Service Payment Date occurring in January of each year may be transferred by the City 
out of the Convention Center Hotel State HOT Revenues Account into any other account designated by the 
City, will no longer be considered to be held or otherwise encumbered under the terms of Economic 
Development Agreement, and may be used by the City for any lawful purpose; 

Second, from Convention Center Hotel State Sales Tax Revenues.  On or before the date of opening of the 
Hotel Project the City will create a separate account on the financial records of the City into which the City 
will deposit all Convention Center Hotel State Sales Tax Revenues when received by the City (the 
“Convention Center Hotel State Sales Tax Revenues Account”).  Any Convention Center Hotel State Sales 
Tax Revenues on deposit in the Convention Center Hotel State Sales Tax Revenues Account on the 
Business Day immediately following the Debt Service Payment Date occurring in January of each year 
may be transferred by the City out of the Convention Center Hotel State Sales Tax Revenues Account into 
any other account designated by the City, will no longer be considered to be held or otherwise encumbered 
under the terms of the Economic Development Agreement, and may be used by the City for any lawful 
purpose; 

Third, from Convention Center Hotel 7% Local HOT Revenues.  On or before the date of opening of the 
Hotel Project the City will create a separate account on the financial records of the City into which the City 
will deposit all Convention Center Hotel 7% Local HOT Revenues transferred by the City pursuant to the 
Economic Development Agreement (the “Convention Center Hotel 7% Local HOT Revenues Account”).  
Pursuant to the Convention Center Bonds Ordinances, the City has established and maintains a fund known 
and defined therein as the “General HOT Fund” and three subaccounts of the General HOT Fund known 
and defined in the Convention Center Bonds Ordinances as the “General Account,” the “Pledged 1.75% 
Account,” and the “Pledged 5.25% Account.”  All revenues from the 7% Local HOT are required by the 
Convention Center Bonds Ordinances to be deposited as received to the General HOT Fund and 
immediately allocated as follows: 25% of the 7% Local HOT revenues to the Pledged 1.75% Account and 
75% of the 7% Local HOT revenues to the Pledged 5.25% Account.  All revenues from the 7% Local HOT 
on deposit in the Pledged 1.75% Account or the Pledged 5.25% Account which are not required to be 
transferred into funds or accounts established under the Convention Center Bonds Ordinances to pay debt 
service requirements on the Convention Center Bonds or to fund any debt service reserve funds related to 
the Convention Center Bonds (the “Excess 7% Local HOT Revenues”) are permitted by the Convention 
Center Bonds Ordinances to be transferred to the Debt Service Fund and the Debt Service Reserve Fund 
established for the Series 2005 Bonds.  On or before the last Business Day of each month, commencing 
with the month following the date of initial opening of the Hotel Project, the City will determine (based on 
information and certifications provided by the Developer and the Operator) the total amount of Convention 
Center Hotel 7% Local HOT Revenues collected at the Hotel Project during the preceding month and 
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transfer such amount from Excess 7% Local HOT Revenues into the Convention Center Hotel 7% Local 
HOT Revenues Account.  In the event Excess 7% Local HOT Revenues are insufficient to fully satisfy 
such required transfer to the Convention Center Hotel 7% Local HOT Revenues Account, the amount of 
such insufficiency will accrue to the following month or months and be paid in the same manner during 
subsequent months until such amount is fully transferred to the Convention Center Hotel 7% Local HOT 
Revenues Account. 

The City will transfer Convention Center Hotel 7% Local HOT Revenues from the Convention Center 
Hotel 7% Local HOT Revenues Account to the Holding Account (as defined herein) from time to time as 
required by the Economic Development Agreement but only to the extent necessary after making any 
transfers to the Holding Account from the Convention Center Hotel State HOT Revenues Account and the 
Convention Center Hotel State Sales Tax Revenues Account as required by the Economic Development 
Agreement.  Any Convention Center Hotel 7% Local HOT Revenues on deposit in the Convention Center 
Hotel 7% Local HOT Revenues Account on the Business Day immediately following the Debt Service 
Payment Date occurring in January of each year may be transferred by the City out of the Convention 
Center Hotel 7% Local HOT Revenues Account into any other account designated by the City, will no 
longer be considered to be held or otherwise encumbered under the terms of the Economic Development 
Agreement, and may be used by the City for any lawful purpose; and 

Fourth, from Available 2% Expansion HOT Revenues.  Pursuant to the Convention Center Bonds 
Ordinances, the City has established and maintains a fund known and defined therein as the “Expansion 
HOT Fund.”  All revenues from the 2% Expansion HOT are required by the Convention Center Bonds 
Ordinances to be deposited as received to the Expansion HOT Fund.  The City has covenanted in the 
Convention Center Bonds Ordinances (particularly the Prior Lien Convention Center Bonds Ordinance and 
the Subordinate Lien Convention Center Bonds Ordinance relating to the Series 2004A Subordinate Lien 
Convention Center Bonds, and the Subordinate Lien Convention Center Bonds Ordinance relating to the 
Series 2004B Subordinate Lien Convention Center Bonds) that all 2% Expansion HOT Revenues will be 
deposited as received in the Expansion HOT Fund and transferred on or before the last business day of each 
month to the following funds in the following order of priority:  

(a) First, to the Prior Lien Bonds Debt Service Fund in the amounts and for the uses 
described in the Prior Lien Bonds Ordinance; 

(b) Second, to the Debt Service Reserve Fund in the amounts and for the uses described in 
the Prior Lien Bonds Ordinance; 

(c) Third, to the payment of the Subordinate Lien Convention Center Bonds and any 
Subordinate Lien Obligations, which term is deemed therein and in the Economic Development Agreement 
to include the Series 2005 Bonds to finance the Hotel Project), including reimbursement obligations 
incurred in connection therewith, and reserve funds related thereto, as may be required by any ordinance 
authorizing the issuance of such Subordinate Convention Center Bonds and Subordinate Lien Obligations;  

(d) Fourth, to the Facilities Fund in the amounts and for the uses described in the Prior Lien 
Bonds Ordinance. 

NOTWITHSTANDING THE FOREGOING, HOWEVER, THE CONVENTION CENTER BONDS 
ORDINANCES FURTHER PROVIDE THAT AS OFTEN AS THE CITY WILL DEEM 
NECESSARY, BUT AT LEAST ONCE A MONTH ON OR BEFORE THE PENULTIMATE 
BUSINESS DAY OF EACH MONTH, THE CITY WILL DETERMINE THE AMOUNTS 
NECESSARY FROM THE 2% EXPANSION HOT TO SATISFY THE FOREGOING 
TRANSFERS, TAKING INTO CONSIDERATION THE MONEY ACCUMULATED AS OF SUCH 
DATE IN THE DEBT SERVICE FUNDS ESTABLISHED FOR THE CONVENTION CENTER 
BONDS AND THE AMOUNT NECESSARY TO BE TRANSFERRED TO THE DEBT SERVICE 
RESERVE FUND ESTABLISHED FOR THE CONVENTION CENTER BONDS AS REQUIRED 
THEREIN.  AFTER MAKING THIS DETERMINATION, IN THE EVENT THE REVENUES 
FROM THE 2% EXPANSION HOT ARE NOT SUFFICIENT TO SATISFY THE PAYMENT 
OBLIGATIONS SET FORTH IN CLAUSES (a) THROUGH (c) ABOVE, THE CITY IS 
REQUIRED TO RETAIN IN THE EXPANSION HOT FUND ANY AMOUNT NECESSARY 
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(AFTER TAKING INTO CONSIDERATION ANY LAWFULLY AVAILABLE REVENUES THAT 
MAY BE UTILIZED TO PAY THE DEBT SERVICE REQUIREMENTS ON THE SERIES 2005 
BONDS) FOR THE TIMELY PAYMENT OF THE DEBT SERVICE REQUIREMENTS ON THE 
SERIES 2005 BONDS, AND, TO THE EXTENT AVAILABLE 2% EXPANSION HOT REVENUES 
ARE AVAILABLE, WILL FIRST MAKE TRANSFERS TO THE DEBT SERVICE FUND AND 
THE DEBT SERVICE RESERVE FUND FOR THE SERIES 2005 BONDS AS REQUIRED BY 
ANY “ORDINANCE” AUTHORIZING THE SERIES 2005 BONDS.  ANY MONEY REMAINING 
IN THE EXPANSION HOT FUND AFTER SUCH TRANSFERS TO THE DEBT SERVICE FUND 
AND THE DEBT SERVICE RESERVE FUND ESTABLISHED FOR THE SERIES 2005 BONDS 
AND THE RETENTION FOR THE PAYMENT OF THE DEBT SERVICE REQUIREMENTS ON 
THE CONVENTION CENTER BONDS AND ANY OTHER “SUBORDINATE LIEN 
OBLIGATIONS NOT ISSUED FOR THE HOTEL FOR THE CONVENTION CENTER” MAY BE 
TRANSFERRED TO THE FACILITIES FUND TO BE USED BY THE CITY FOR ANY LAWFUL 
PURPOSE.  

 The City deems the Economic Development Agreement and the Project Ordinance which 
authorized and approved the execution of the Economic Development Agreement, together with the 
Indenture which authorizes the issuance of the Series 2005 Bonds, as the “ordinance” referred to in the 
Convention Center Bonds Ordinances.  Therefore, in accordance with and as permitted by the provisions of 
the Convention Center Bonds Ordinances, the City will transfer Available 2% Expansion HOT Revenues 
from the Expansion HOT Fund to the Holding Account from time to time as required by the Economic 
Development Agreement but only to the extent necessary after making any transfers to the Holding 
Account from the Convention Center Hotel State HOT Revenues Account, the Convention Center Hotel 
State Sales Tax Revenues Account, and the Convention Center Hotel 7% Local HOT Revenues Account. 

Transfer of City Tax Revenues to Trustee 

Pursuant to the Indenture, on the Lockbox Fund Transfer Date, commencing with the first month when the 
amount of Series 2005 Bond proceeds on deposit in the Capitalized Interest Account of the Debt Service Fund is not 
sufficient to fully fund the amount required by the Indenture to be transferred into the Debt Service Fund (which is 
expected to be on or about August 1, 2008 - the date which is expected to be six months after the initial opening of 
the Hotel Project), the Trustee is required to transfer Net Operating Revenues from the Revenue Fund to the Debt 
Service Fund, in amounts sufficient to fund the Debt Service coming due on the next Debt Service Payment Date 
(generally, 1/6th of the interest coming due on the next Debt Service Payment Date and 1/12th of the principal 
coming due on the next Debt Service Payment Date).  Upon being notified by the Trustee that during any month the 
available funds on deposit in the Revenue Fund, together with transfers from certain other Funds in accordance with 
the Indenture, have been insufficient to fully fund the amount required to be deposited into the Debt Service Fund on 
any Lockbox Fund Transfer Date, the City will, within one Business Day after being so notified by the Trustee of 
such insufficiency, transfer from City Tax Revenues an amount equal to the insufficiency into a separate account 
maintained by the City (the “Holding Account”) as long as any Series 2005 Bonds are outstanding.  Immediately 
upon transferring such amount of City Tax Revenues into the Holding Account, the City will notify the Trustee in 
writing of such transfer in order to provide assurance to the Trustee that funds then on deposit in the Debt Service 
Fund, together with City Tax Revenues on deposit in the Holding Account, are sufficient to satisfy the total amount 
then required by the Indenture to be on deposit in the Debt Service Fund.  All City Tax Revenues on deposit in the 
Holding Account will be used only for the purpose of funding any deficiency in the Debt Service Fund and will 
never be used to fund any deficiency in the Debt Service Reserve Fund or any other fund or account established 
under the Indenture other than the Debt Service Fund.   

On or before the Business Day immediately preceding each Debt Service Payment Date, the City will 
transfer in immediately available funds all City Tax Revenues on deposit in the Holding Account on such day, if any 
(or such lesser amount as directed by the Trustee in writing to the City, taking into consideration the amount then on 
deposit in the Debt Service Fund and whether the amount of Debt Service due and payable on the next Debt Service 
Payment Date is for interest only or for both principal and interest) to the Trustee in accordance with wire 
instructions provided by the Trustee for further deposit by the Trustee into the City Tax Revenues Account of the 
Debt Service Fund.  Any City Tax Revenues transferred by the City which are not actually used by the Trustee to 
pay Debt Service on a Debt Service Payment Date will be returned to the City by the Trustee pursuant to the 
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Indenture and may be re-deposited by the City into any fund or account from which such City Tax Revenues 
originated. 

Release of Excess City Tax Revenues from Holding Account  

Except as provided in the Economic Development Agreement, no City Tax Revenues on deposit in the 
Holding Account will ever be transferred by the City out of the Holding Account unless the Trustee has notified the 
City in writing that Net Operating Revenues have been transferred from the Revenue Fund, or other available funds 
have been transferred, into the Debt Service Fund in an amount sufficient to replace all or any portion of the City 
Tax Revenues previously deposited by the City into the Holding Account and that the City no longer needs to 
maintain such amount of City Tax Revenues in the Holding Account for transfer to the Debt Service Fund prior to 
the next Debt Service Payment Date (herein referred to as the “Excess City Tax Revenues”).  In such event, the City 
may transfer an amount equal to the Excess City Tax Revenues out of the Holding Account into the funds or 
accounts of the City from which such Excess City Tax Revenues originated. 

Grant of Security Interest in City Tax Revenues and Various Accounts 

In order to provide further security for the payment of debt service on the Series 2005 Bonds, the City 
granted to the Issuer a first lien security interest in the Convention Center Hotel State HOT Revenues, the 
Convention Center Hotel State Sales Tax Revenues, the Convention Center Hotel 7% Local HOT Revenues, and the 
Available 2% Expansion HOT Revenues described in the Economic Development Agreement, together with all 
funds on deposit from time to time in accordance with the Economic Development Agreement in the Holding 
Account, the Convention Center Hotel State HOT Revenues Account, Convention Center Hotel State Sales Tax 
Revenues Account, and the Convention Center Hotel HOT Revenues Account to the full extent that such Revenues 
and Accounts may be subject to the Uniform Commercial Code of the State of Texas.  The City has acknowledged 
that the Issuer will grant to the Trustee, in accordance with the terms of the Indenture, all of its right, title and 
interest in the Economic Development Agreement, including but not limited to the security interest being granted by 
the City pursuant to the Economic Development Agreement. 

Priority of City Payments 

All funds required to be transferred to the Holding Account pursuant to the Economic Development 
Agreement and potentially transferred by the City to the Trustee on behalf of the Issuer pursuant to the Economic 
Development Agreement are payable solely from the following revenue sources of the City and in the following 
order of priority:  (a) the Convention Center Hotel State HOT Revenues; (b) the Convention Center Hotel State 
Sales Tax Revenues; (c) the Convention Center Hotel 7% Local HOT Revenues; and (d) the Available 2% 
Expansion HOT Revenues.   

Term of Economic Development Agreement  

The term of the Economic Development Agreement commences on the date of the initial delivery of the 
Series 2005 Bonds and will automatically terminate on the date when all Series 2005 Bonds and Refunding Bonds, 
if any, have been fully paid or legally defeased under Texas law and are no longer considered outstanding.  The City 
has agreed that it will not dissolve the Issuer or terminate the Economic Development Agreement for any reason so 
long as the Series 2005 Bonds or Refunding Bonds, if any, remain outstanding.  The payments of City Tax 
Revenues by the City to the Issuer under the Economic Development Agreement will be assigned by the Issuer to 
the Trustee and constitute a part of the Trust Estate. 

Affirmation of Covenant Not to Issue Additional Bonds on Parity with Prior Lien Convention Center 
Bonds 

The City acknowledges and affirms the covenant contained in the Prior Lien Convention Center Bonds 
Ordinance that it will not issue additional bonds on a parity with the Prior Lien Convention Center Bonds except for 
the purpose of refunding all or any part of the outstanding Prior Lien Convention Center Bonds which will result in 
a savings to the City.  The City acknowledges that the effect of such covenant prohibits the City from issuing any 
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additional obligations which could be secured, in whole or in part, with a pledge of the 2% Expansion HOT that 
would have a lien on the revenues derived from the 2% Expansion HOT superior to the lien on such revenues which 
is being granted by the City pursuant to the Economic Development Agreement to support the Series 2005 Bonds 
and any Refunding Bonds. 

Covenant Not to Issue Additional Subordinate Lien Convention Center Bonds Under Certain 
Circumstances Without Consent of Bond Insurer 

The City covenants for the benefit of the Issuer, the holders of the Series 2005 Bonds and any Refunding 
Bonds, and the Developer that while any Series 2005 Bonds or Refunding Bonds remain outstanding it will not 
amend the Subordinate Lien Convention Center Bonds Ordinances, or any similar ordinances which authorize the 
issuance of any “Bonds Similarly Secured” (as defined in the Subordinate Lien Convention Center Bonds 
Ordinances) without the prior written consent of the Bond Insurer, which would permit the issuance of “Additional 
Bonds” under circumstances where the “Pledged Revenues” (as such terms are defined in the Subordinate Lien 
Convention Center Bonds Ordinances) during the most recent complete fiscal year or for any consecutive 12-month 
period out of the most recent 18 months are less than 110% of the maximum annual debt service requirements on all 
Bonds Similarly Secured scheduled to occur in the then current fiscal year or any future fiscal year after taking into 
account the issuance of the Additional Bonds proposed to be issued. 

Covenant Not to Issue Additional Obligations Secured with a Pledge of the 2% Expansion HOT, 
Convention Center Hotel State HOT Revenues or Convention Center Hotel State Sales Tax Revenues 
Without Consent of Bond Insurer 

The City covenants for benefit of the Bond Insurer that while any Series 2005 Bonds or Refunding Bonds 
remain outstanding it will not issue any obligations, including Refunding Bonds, which are secured in whole or in 
part with a lien on the 2% Expansion HOT, the Convention Center Hotel State HOT Revenues or the Convention 
Center Hotel State Sales Tax Revenues without the prior written consent of the Bond Insurer. 

Covenant Not to Amend Priority Pledge of the 2% Expansion HOT Without Consent of the Bond 
Insurer 

The City covenants for the benefit of the Bond Insurer that while any Series 2005 Bonds or Refunding 
Bonds remain outstanding, it will not amend certain sections of (i) the Prior Lien Convention Center Bonds 
Ordinance, (ii) the Subordinate Lien Convention Center Bonds Ordinance authorizing the issuance of the City’s 
Hotel Occupancy Tax Subordinate Lien Revenue Refunding Bonds, Series 2004A, or (iii) the Subordinate Lien 
Convention Center Bonds Ordinance authorizing the issuance of the City’s Hotel Occupancy Tax Subordinate Lien 
Revenue and Refunding Bonds, Series 2004B, without the prior written consent of the Bond Insurer. 

Unconditional Payments by the City to the Issuer 

In consideration of the Issuer’s agreement to issue the Series 2005 Bonds to fund a portion of the cost of 
the Hotel Project as provided in the Project Agreement or the Ground Lease, the City has agreed that it will pay to 
the Trustee for the benefit of the Issuer, during the term of the Economic Development Agreement, as an 
unconditional obligation of the City (but solely from City Tax Revenues, and subject to the provisions below in this 
section), the amounts required to be paid as required by the Economic Development Agreement regardless of 
whether or not the Hotel Project is completed, operable or operating and notwithstanding the suspension, 
interruption, interference, reduction or curtailment of operation of the Hotel Project.  Such payments are not subject 
to any reduction, whether offset or otherwise, and are not conditional upon (i) performance or default by the Issuer 
under the Economic Development Agreement or any other obligation or agreement relating to the Series 2005 
Bonds to which the Issuer is a party, or (ii) whether or not the Developer will perform, fail to perform or default in 
its obligations under the Project Agreement, the Ground Lease, the Loan Agreement, or any other document relating 
to the Series 2005 Bonds and the Hotel Project to which the Developer is a party. 
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Certain Payments Subject to Non-Appropriation Upon Occurrence of Certain Events 

Notwithstanding the foregoing, in the event the obligations of the City to grant to the Issuer the Convention 
Center Hotel State HOT Revenues and the Convention Center Hotel State Sales Tax Revenues and the funds on 
deposit in the Convention Center Hotel State HOT Revenues Account and the Convention Center Hotel State Sales 
Tax Revenues Account are held by a Texas court of law having competent jurisdiction to create an unconstitutional 
debt of the City, the grant of such Revenues and funds, and the obligations of the City set forth in the Economic 
Development Agreement to transfer any Convention Center Hotel State HOT Revenues and Convention Center 
Hotel State Sales Tax Revenues to the Trustee, will thereafter automatically be deemed to be subject to annual 
appropriation by the City Council of the City.  In such event, the City will use its best efforts to include in each 
annual budget, for consideration and approval by the City Council (such approval, however, being solely within the 
discretion of the City Council), such amounts as would be sufficient to satisfy the City’s obligations set forth in the 
Economic Development Agreement. 

Also, see “RISK FACTORS—State Tax Revenues Subject to Non-Appropriation upon Occurrence of 
Certain Events.” 

City Transfers 

Pursuant to the Ground Lease, the City may upon certain conditions transfer the Premises.  However, for so 
long as the Series 2005 Bonds and the Refunding Bonds remain outstanding, and only for so long, the City will not 
be permitted to effect a Landlord Transfer with respect to its interest in the Premises or the Ground Lease, or any 
part thereof, to a Landlord Transferee who is not a non-profit corporation acting on behalf of the City.  See 
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS – Ground Lease and License 
Agreement – Landlord Transfers.”    

Once City Tax Revenues have been pledged or granted, the Issuer, the Trustee on behalf of the owners of 
the Series 2005 Bonds, or the Bond Insurer, and their permitted assigns, may enforce the payment provisions 
contained in the Economic Development Agreement or ensure compliance with any covenant of the City made in 
connection with the issuance, payment, and security of the Series 2005 Bonds. 

Ground Lease and License Agreement 

The following summarizes certain limited provisions of the Ground Lease between the City and the 
Developer.  Reference is made to the Ground Lease for the detailed provisions thereof.  Further, capitalized terms to 
this summary of the Ground Lease which are not defined herein will have the meaning assigned to such terms in the 
Ground Lease, and in the event of any conflicts between any definitions used in this summary and the definitions in 
the Ground Lease, the provisions of the Ground Lease will control. 

The City, as landlord, and the Developer, as tenant, have executed and entered into the Ground Lease to be 
effective as of the Closing Date (the “Effective Date” or “Lease Commencement Date”), pursuant to which the 
Developer will lease the Leased Premises from the City and receive licenses in and to the Licensed Areas from the 
City, all for the purposes and uses related to the Hotel Project Improvements, the Riverwalk Improvements, the 
Public Right-of-Way Improvements, and the other Project Improvements (all as defined in the Ground Lease) 
permitted under the Ground Lease.  Developer has accepted the Premises in its current “AS-IS” condition. 

Term 

The term of the Ground Lease (the “Base Term”) commences at 12:00 a.m. on the Effective Date and ends 
at 11:59 p.m. on the last day of the calendar year which is 75 years following the Effective Date, unless Developer 
timely exercises the renewal term option in accordance with the terms of the Ground Lease (the “Lease Expiration 
Date”) or unless sooner terminated in accordance with the provisions of the Ground Lease.  Provided that (a) the 
Ground Lease is in full force and effect and (b) no Event of Default then exists and remains uncured, on the date of 
exercise or on the date of commencement of the renewal term, Developer will have the right and option to extend 
the Lease Term for one additional term of 15 years (the “Renewal Term”), commencing at 12:00 a.m. on the day 
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immediately following the last day of the Base Term by delivering written notice to City of such election at any time 
within the appropriate period as described in the Ground Lease and in accordance with the requirements therein. 

The Base Term is divided into the “Construction Term” and the “Operating Term.”  The “Construction 
Term” under the Ground Lease will commence on the Effective Date and will end on 11:59 p.m. on the date that is 
the earlier of (i) the Project Completion Deadline and (ii) the date all of the Conditions to Commencement of the 
Operating Term are fully satisfied.  If all of the Conditions to Commencement of the Operating Term are not fully 
satisfied on or before the Project Completion Deadline, the Ground Lease will terminate on the Project Completion 
Deadline.  Provided that all of the Conditions to Commencement of the Operating Term are fully satisfied on or 
before the Project Completion Deadline, the Base Term of the Ground Lease will continue beyond the Construction 
Term for a period that commences at 12:00 a.m. on the day immediately following the expiration of the 
Construction Term and ends on the Lease Expiration Date (the “Operating Term”). 

Notwithstanding anything to the contrary, the term with respect to each Licensed Area will be for the 
period designated in the Ground Lease with respect to any such Licensed Area. 

Leasehold Priority 

The City covenants and agrees that the Developer’s leasehold estate in the Leased Premises will be senior 
and prior to any Lien or other Encumbrance other than (i) the Permitted Encumbrances and (ii) any other 
Encumbrance arising by, through or under the Developer, or any Affiliate, or Related Party of the Developer, or 
permitted pursuant to the terms of the Ground Lease.  The City agrees that the City will not grant any third Person 
the right to use, occupy or operate the Leased Premises during the Term, except pursuant to the Permitted 
Encumbrances. 

Rentals 

The Developer agrees in the Ground Lease to pay to the City certain rental payments, as follows: 

Basic Rentals.  Commencing after the fifth anniversary of the Effective Date (the “Five Year Anniversary 
Date”) and for each Lease Year (or portion thereof) during the Lease Term thereafter, Developer will pay to City an 
annual rental equal to $350,000.00 (as increased, the “Basic Rental”).  On the first day of each Lease Year after the 
Lease Year during which the Five Year Anniversary Date occurs, and on a cumulative, compounding basis, the 
Basic Rental will increase by a percent equal to the CPI Increase.  Basic Rentals will be due and payable in equal 
semi-annual installments, in advance without notice or demand, commencing on the first to occur of the first 
Business Day after January 15 during each Lease Year during the Lease Term (the “January Basic Rental Payment 
Date”) and the first Business Day after July 15 during each Lease Year during the Lease Term (the “July Basic 
Rental Payment Date”) after the Five Year Anniversary Date and on each January Basic Rental Payment Date and 
July Basic Rental Payment Date during the Lease Term thereafter; provided, however, that: 

a. the first and final installments of Basic Rental are subject to being prorated in accordance with the 
Ground Lease; 

b. for so long as the Bonds remain outstanding, and only for so long, to the extent the Trustee is not 
obligated under the Indenture to transfer an amount to the City equal to the Basic Rentals then due 
and payable (after having complied with all the other terms and provisions of the Indenture), 
Developer’s obligation to pay Basic Rentals will be deferred (but not waived) until such time as 
the Trustee is obligated under the Indenture to transfer to the City the amount of Basic Rentals so 
deferred;  

c. if payment of any Basic Rentals is deferred in accordance with the Ground Lease, Developer will 
pay City interest on any such deferred Basic Rentals at a per annum rate of interest equal to the 
City Tax Rate from the date such Basic Rentals originally became due under the Ground Lease 
until the date actually paid to City, such interest to be due and payable on the same day that Basic 
Rental is due and payable under the Ground Lease; and 
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d. for so long as the Bonds remain outstanding, and only for so long, to the extent the Trustee is not 
obligated under the Indenture to transfer an amount to the City equal to any unpaid accrued 
interest on Basic Rentals then due and payable (after having complied with all the other terms and 
provisions of the Indenture), Developer’s obligation to pay such interest will be deferred (but not 
waived) until such time as the Trustee is obligated under the Indenture to transfer to the City the 
amount of interest so deferred. 

e. For so long as the Bonds remain outstanding, and only for so long, to the extent pursuant to the 
terms of the Indenture, the City is obligated to refund to the Trustee all or a portion of any Basic 
Rentals received by the City in satisfaction of the payment of Basic Rentals due on a July Basic 
Rental Payment Date, the City will refund to the Trustee the amount of such Basic Rentals 
required plus interest thereon, each in the amount required to be paid to the Trustee pursuant to the 
Indenture and, in such event, any portion of the Basic Rentals which are refunded to Trustee will 
not be deemed to have been paid to Landlord but shall be deferred as if such Basic Rentals were 
deferred (as the date of repayment by Landlord for purposes of calculating any interest due to 
Landlord) in accordance with (b), (c) and (d) above. 

Participation Rentals.  Commencing on the Effective Date and during each Lease Year during the Lease 
Term thereafter, Developer will pay to City in arrears an amount equal to ten percent of the Residual Amount (the 
“Participation Rentals”).  Participation Rentals will be due annually and payable, in arrears without notice or 
demand, commencing on the 122nd calendar day of the Lease Year immediately following the Lease Year in which 
the Operating Term commences and continuing on the same day of each Lease Year thereafter, and will be 
determined based on the Residual Amount that accrued during the immediately preceding Lease Year; provided, 
however, that with respect to the first installment, such installment will cover the period commencing with the Lease 
Commencement Date and concluding on the last day of the Lease Year immediately preceding the due date of such 
first installment and with respect to the final installment of Participation Rentals, such installments will be adjusted 
as provided in the Ground Lease. 

Additional Rentals.  Developer covenants and agrees to pay, additional rentals as follows (collectively, the 
“Additional Rentals”):  (1) all real estate taxes, all personal property taxes, all possessory interest taxes imposed or 
assessed, all use and occupancy taxes, all excises, levies, license and permit fees, general and special, ordinary and 
extraordinary, foreseen and unforeseen and any other amounts which constitute Impositions under the Ground 
Lease, as further described in the Ground Lease and as and when required to be paid under the terms of the Ground 
Lease; (2) upon any Asset Transfer or Change in Control that is not a Permitted Transfer and which is a Transfer 
pursuant to which the Investor IRR Test has been met or will be met then, to the extent, and only to the extent, of the 
consideration paid or payable for such Transfer which is in excess of the amount sufficient to satisfy the Investor 
IRR Test, all City’s State Tax Contributions made by the City pursuant to the Economic Development Agreement 
and not otherwise repaid to the City, together with interest thereon at the City Tax Rate from the date said City’s 
State Tax Contributions were made by the City pursuant to the Economic Development Agreement until repaid to 
the City; (3) for so long as the Series 2005 Bonds remain outstanding, and only for so long, an amount equal to the 
unpaid City Tax Contributions made by the City pursuant to the Economic Development Agreement, but only to the 
extent the Trustee is obligated under the Indenture to transfer an amount to the City in full or partial payment of the 
same (after having complied with all other terms and provisions of the Indenture); and (4) all costs, expenses, 
liabilities, obligations, and other payments of whatever nature which Developer has agreed to pay under the 
provisions of the Project Documents as and when required to be paid to the City pursuant to the terms of the Ground 
Lease or the Project Documents. 

Step-In Rights of the City 

If any City Tax Contributions are used and not repaid, the City has certain rights: 

First Lease Year.  If during any Lease Year any City Tax Contributions are made by the City pursuant to 
the Economic Development Agreement and are not repaid to the City on or before the end of such Lease Year (each 
such Lease Year being a “City Tax Contribution Lease Year”), then the Developer will, at its sole cost and expense 
(but as an Operating Expense) and within 30 days after the conclusion of such City Tax Contribution Lease Year, 
engage a Hotel Consultant to perform an Operational Analysis, which Operational Analysis will be concluded, and a 
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copy of same delivered to the Landlord Representative and, during the Bond Insurance Period only, the Bond 
Insurer, by no later than the date which is 90 days after the end of such City Tax Contribution Lease Year.  The 
Developer’s engagement of the Hotel Consultant will provide (i) that the City will be entitled to full access to the 
Hotel Consultant, (ii) the Operational Analysis will be addressed to the Developer and the City, and (iii) that the 
Developer will provide the Hotel Consultant with such information as the Hotel Consultant reasonably requires in 
order to prepare such Operational Analysis. 

Second Lease Year.  During the Lease Term, every time that two consecutive City Tax Contribution Lease 
Years occur, then the Developer will, within 45 days after the end of such second consecutive City Tax Contribution 
Lease Year, update the Operational Analysis performed in the first of such City Tax Contribution Lease Years and 
deliver a copy of same to the Landlord Representative and, during the Bond Insurance Period only, the Bond 
Insurer.  The Developer will, within 90 days after receipt of Notice from the City (a copy of which will, during the 
Bond Insurance Period only, be delivered to the Bond Insurer), adopt and implement (including incorporating 
relevant portions thereof into the Hotel Operating Standard) such recommendations as are contained in such updated 
Operational Analysis and which are Approved by the Landlord Representative in its notice to the Developer, but 
only to the extent that the Developer or the Operator has available or has access to funds, whether from the funds 
held under the Indenture or from Net Operating Revenue, sufficient to pay the out-of-pocket costs to implement 
such recommendations. 

Third Lease Year.  During the Lease Term, every time that three consecutive City Tax Contribution Lease 
Years occur, then the City will have the right thereafter to deliver notice to the Developer requiring the Developer, 
and the Developer will be obligated, to (i) promptly remove the Operator within 90 days of the Developer’s receipt 
of such Notice from the City (a copy of which will, during the Bond Insurance Period only, be delivered to the Bond 
Insurer), and to engage a new Operator who has been approved by the Landlord Representative pursuant to a new 
Hotel Management Agreement which has been Approved by the Landlord Representative (provided that, as a 
condition to the obligation of the Developer to remove the current Operator, the successor Operator agrees to pay an 
amount equal to no less than the unamortized Key Money that the Developer is obligated to pay the existing 
Operator as a result of such termination, and (ii) thereafter and until such time as a Lease Year which is not a City 
Tax Contribution Lease Year occurs, obtain the Approval or Consent, as applicable, of the Landlord Representative 
with respect to all Hotel Management Agreement Major Decisions; provided, however, that (i) the Developer agrees 
that notwithstanding the foregoing, the Developer will use commercially reasonable efforts to promptly engage a 
successor Operator that will agree to pay the Developer an amount no less than the unamortized Key Money that the 
Developer is obligated to pay the existing Operator as a result of such termination and (ii) the Parties acknowledge 
and agree that in connection with such approval rights, the City and the Landlord Representative will be acting 
solely in the City’s capacity as landlord under the Ground Lease and will not be considered to be engaged in the 
operation of the Hotel as a result of the exercise of such right.  

Use and Occupancy 

During the Construction Term, the Developer will use and occupy the Premises and the Project 
Improvements solely for the purpose of (i) demolishing the Existing Improvements, to the extent permitted and in 
accordance with the express terms and conditions of the Project Agreement, (ii) designing, developing, constructing, 
furnishing, and opening the Hotel Project Improvements pursuant to the terms and conditions of the Ground Lease 
and the other Project Documents, and (iii) the Permitted Uses and for no other purpose, but not the Prohibited Uses. 

During the Operating Term, the Developer will use and occupy the Premises and the Project Improvements 
solely for the Permitted Uses, which include among other things, a “convention-oriented hotel” on a full-service 
basis (and not as a so-called “budget” or “limited service” hotel or motel), together with the right to provide 
additional facilities and incidental uses then found in convention-oriented hotels or reasonably related to a 
convention hotel operation.  

Developer will not use, nor permit the use of, the Premises or the Project Improvements for any other or 
additional purpose that is not, during the Construction Term, a Permitted Construction Use and, during the 
Operating Term, a Permitted Use, without first obtaining the Consent of City, which Consent may be granted, 
withheld, conditioned, or delayed in City’s sole and absolute discretion.  Developer agrees that it will not use the 
Premises or the Project Improvements for prohibited uses as further described in the Ground Lease. 
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If at any time after the tenth Lease Year of the Operating Term (i) the average annual hotel room 
occupancy level in the Hotel for each of the immediately preceding two (2) Lease Years has been less than 60% 
determined for each Lease Year by dividing the aggregate number of occupied rooms for all nights of such Lease 
Year by the aggregate number of available rooms for all nights of such Lease Year and excluding any rooms that are 
not available for rental due to Excusable Tenant Delay) or (ii) the REVPAR Penetration of the Hotel for each of the 
immediately preceding two Lease Years has been less than 90%, then, in either case, the Developer may submit to 
the City and, during the Bond Insurance Period only, the Bond Insurer for its or their (as applicable) Approval, such 
Approval not to be unreasonably withheld, a Hotel Operating Proposal.  Further, during any period of time that a 
that a convention facility containing a total of at least 1,000,000 gross square feet of space is no longer operated 
within the central business district of the City (but excluding any cessation of operations during the period of any 
Force Majeure, repair, renovation or replacement of any such convention facility for a period not exceeding two 
years and so long as the City is diligently pursuing the re-opening of such facility) (any such event being referred to 
as a “Convention Facility Closure”), (i) the provisions of the Ground Lease requiring that the Premises and the 
Project Improvements (excluding the Public Parking Spaces) be used and operated as a “convention oriented hotel” 
will be modified to require that the Premises and the Hotel Project Improvements (excluding the Public Parking 
Spaces) be used and operated as a “full-service hotel” in accordance with the Hotel Operating Standard, (ii) the term 
“Comparable Hotel Property” will be modified as provided in the definition thereof, (iii) the Developer’s obligation 
to submit new Room Blocking Commitments under the Room Blocking Agreement will be suspended for room 
dates that occur during the existence of any Convention Facility Closure, and (iv) the Developer will be entitled to 
submit a Room Reduction Proposal and a Change in Use Proposal to the City and, during the Bond Insurance Period 
only, the Bond Insurer for its or their (as applicable) review and Approval, such Approval not to be unreasonably 
withheld. 

The Developer may temporarily cease to operate areas or all or substantially all of the Project 
Improvements during the Lease Term for, and only for, limited periods of down time (“Down Times”) for the 
limited purpose of, and only for the limited purpose of, one or more of the following circumstances for the 
applicable period specified: (a) during the period following any fire or other Casualty or condemnation or other 
exercise by a Governmental Authority of the power of eminent domain to the extent and only to the extent necessary 
in order to repair and restore the Project Improvements in accordance with the terms of the Ground Lease; (b) during 
any period of any Additional Work permitted pursuant to the terms of the Ground Lease or otherwise Approved by 
the City; (c) as a result of such other commercially reasonable interruptions as are incidental to the normal operation 
of the Project Improvements, as may be Approved from time to time by the Landlord Representative, such Approval 
not to be unreasonably withheld, after Notice by Developer to the City specifying (x) the reason(s) for such 
interruption, (y) the maximum period of interruption, and (z) the effect such interruption will have on the Maximum 
Room Requirement in accordance with the terms of the Room Blocking Agreement; or (d) to the extent and only to 
the extent the same is not the result of Developer’s failure to timely fulfill its obligation under the Ground Lease, 
including its obligations to comply with Governmental Rules as provided in the Ground Lease, during any period 
required by applicable Governmental Rule; provided, however that during all Down Times, Developer will (x) use 
its commercially reasonable efforts to minimize the disruption of such Down Time, (y) use its commercially 
reasonable efforts to minimize the disruption to the areas of the Project Improvements which remain open to the 
public, if any, and the services, aesthetic appearances and public and guest access to and in such portions of the 
Project Improvements and (z) continue to comply in all respects with, and perform all of its obligations under, the 
Room Blocking Agreement. 

Additional Work 

The Developer will not have the right to and has agreed not to modify, alter, demolish or tear down the 
Existing Improvements until the later of the Lease Commencement Date and the time the Developer is permitted to 
do so under the Project Agreement.  After the Project Completion Date and subject to the limitations and 
requirements contained in the Ground Lease, Developer will have the right at any time and from time to time to 
construct additional Improvements or replace the Project Improvements or Personalty or portions thereof 
(“Additional Improvements”), at its sole cost and expense, and to make, at its sole cost and expense, changes and 
alterations in, to or of the Project Improvements and Personalty, subject, however, in all cases to the terms, 
conditions and requirements of the Ground Lease.  The performance of Additional Work will, in all cases, comply 
with the requirements and conditions specified in the Ground Lease, including, the submission to Landlord for its 
Approval of all Material Additional Work Submission Matters regarding proposed Material Additional Work. 
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Hotel Operator Requirements 

Commencing with a pre-opening period during the Construction Term reasonably customary in the hotel 
industry (the “Pre-opening Period”) and continuing thereafter during the remainder of the Lease Term, (i) the 
Developer will engage, and at all times retain, an Operator to operate the Premises and the Project Improvements 
(the “Operator”) pursuant to the terms of a Hotel Management Agreement that has been Approved by the Landlord 
Representative pursuant to the Ground Lease, and (ii) such Operator will, at all times during the term of its Hotel 
Management Agreement (to the extent not otherwise expressly set forth in the Ground Lease to the contrary), satisfy 
the requirements of the Ground Lease relating to such Operator, including the Operator Requirements (as defined 
below).  Each Operator engaged by Developer to operate the Premises and the Project Improvements must satisfy at 
the time of its engagement by Developer, and at all times during the term of its Hotel Management Agreement 
(unless specifically set forth in the Ground Lease to the contrary) with Developer continue to satisfy, each and every 
one of the following requirements (the “Operator Requirements”):  

(a) the Operator at the time of commencement of the Pre-Opening Period and the Commencement of 
Hotel Project Operations (the “Initial Operator”) will be approved by the City, such Approval not to be unreasonably 
withheld so long as all other requirements of the Project Documents have been met, if any.  The City approves Hyatt 
Corporation as the Initial Operator and acknowledges that Hyatt Corporation, as of the Execution Date, meets the 
requirements of a Qualified Operator.   

(b) the Initial Operator and each successor Operator must be a Qualified Operator at the time it enters 
in to a written Hotel Management Agreement with the Developer for the operation of the Project Improvements; 

(c) except to the extent the Initial Operator is terminated by the Developer as permitted under the 
Ground Lease, during the first ten Lease Years of the Operating Term, (i) the Operator will be either an indirect 
wholly-owned Subsidiary of the Initial Operator or an Affiliate of the Initial Operator in which the Initial Operator 
has voting control and at least a 51% economic interest and ownership (but for purposes of this clause (i), the term 
“Initial Operator” will include any successor to the Initial Operator by merger or by any change in ownership of the 
Initial Operator, including as a result of a public offering) and (ii) the Premises and the Project Improvements will 
be operated under the “flag” of the Initial Operator or any successor flag to the “flag” of the Initial Operator as a 
result of any merger or any change in the ownership of the Initial Operator, provided that (x) such successor flag is 
also the successor of the majority of convention center hotels under the “flag” of the Initial Operator immediately 
prior to such merger or such change in ownership and (y) the proposed successor Operator is a Qualified Operator 
immediately following such merger or other change in ownership; 

(d) the Operator will have the full authority and responsibility to operate the Premises and the Project 
Improvements on a day-to-day basis, subject only to such limitations thereon contained in the Hotel Management 
Agreement; and  

(e) the Operator will be required to pay all employees in accordance with a living wage standard 
established in the Ground Lease. 

In the event (i) the Developer desires to terminate the Operator for a reason other than a default under the 
Hotel Management Agreement, (ii) the Operator ever ceases to satisfy the Operator Requirements, or (iii) the 
Developer ever proposes a new Operator that does not satisfy the Operator Requirements, the Developer must first 
obtain the Approval of the City and during the Bond Insurance Period only, the Bond Insurer to any such 
termination or such Operator, as applicable; provided, however, that in the event that the Developer desires to 
terminate the Operator as a result of an event of default under the Hotel Management Agreement which has not been 
cured within any applicable cure period, then (x) the Developer will not be required to obtain the Approval of the 
City or, to the extent applicable, the Bond Insurer to such termination and (y) the requirements set forth in 
subparagraph (c) above of will not apply with respect to the replacement Operator.  Notwithstanding the foregoing, 
in the event the Developer terminates the Operator and engages another Operator on an emergency basis (an 
“Interim Operator”) while it selects and engages a Qualified Operator to succeed the terminated Operator, neither 
the Approval of the City or to the extent applicable, the Bond Insurer of the Interim Operator will be required so 
long as the Interim Operator is capable of effectively operating the Premises and the Project Improvements in 
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accordance with the Hotel Operating Standard, in the Developer’s reasonable judgment, and the Interim Operator is 
not engaged for a period of longer than 180 calendar days. 

The Ground Lease includes certain requirements to be included within a Hotel Management Agreement. 

Insurance 

The Ground Lease specifies certain insurance and surety bond requirements with respect to the Project, 
including the requirement that the Developer is to obtain a business interruption policy that is in an amount 
sufficient to cover 100% of continuing normal operating expenses (including all Rentals payable under the Ground 
Lease, all Debt Service, and payroll) for an extended reporting period of 24 months arising from any loss insured by 
such policy, naming the Developer as the insured and any Leasehold Mortgagee and the Landlord Insured as loss 
payees.  The maximum deductible for such policy will be no more than 30 calendar days, and there will be either an 
agreed amount clause or a waiver of coinsurance.  Such business interruption policy will also comply with all other 
additional policy requirements set forth in the Ground Lease.  The policy limits, deductibles and coverages provided 
under the insurance policies required pursuant to the Ground Lease, including, but not limited to, the business 
interruption policy, are subject to adjustment by Developer during the Lease Term so long as such policy limits, 
deductibles and coverages would be provided under the insurance policies that a Reasonable and Prudent Hotel 
Operator and an owner of a Comparable Hotel Property, as applicable, would reasonably be expected to obtain, keep 
and maintain, or require to be obtained, kept and maintained on a Comparable Hotel Property, all as provided in the 
Ground Lease. 

Environmental Remediation 

Developer will be responsible for performing or causing to be performed, and for paying the cost of 
performing, any and all removal or corrective or remedial actions (including all investigation, monitoring, etc.) 
required by applicable Governmental Rules to be performed with respect to any Environmental Event relating to the 
Premises or the Project Improvements or any Contaminated Materials or state historical or archeological landmarks 
(including any state archeological landmarks as such term is used in Chapter 191 of the Texas Natural Resource 
Code, or any successor statute thereto) present during the Lease Term at, in, on, or under the Premises, except to the 
extent of an Environmental Event relating to the Premises or the Project Improvements that is (i) caused directly by 
the City or its Related Parties, (ii) first occurred from and after the Lease Commencement Date, and (iii) was not 
caused by Developer or its Related Parties (“Tenant’s Remedial Work”). 

Indemnification  

Subject to the waiver of recovery provisions of the Ground Lease and except to the extent specifically 
excluded pursuant to certain exclusions with respect to Landlord, Leasehold Mortgagee, and the Bond Insurer, each 
as more particularly described in the Ground Lease, the Developer agrees and covenants to indemnify, defend and 
hold harmless the City, the Landlord Indemnitees, any Leasehold Mortgagee, and the Bond Insurer from and against 
any and all claims, demands, losses, damages, causes of action, suits and liabilities of every kind, including all 
expenses of litigation, court costs and attorneys’ fees, for injury to or sickness or death of any person, or for loss or 
damage to any property (including claims relating to Contaminated Materials and Environmental Claims) or for any 
other loss, liability or damage, including any civil or criminal fines or penalties, directly or indirectly arising or 
alleged to arise out of or any way incidental to (a) any use, occupancy or operation of the Premises or the Project 
Improvements by or on behalf of Developer, Operator, any of their Related Parties or any invitee or guest of the 
Developer or Operator during the Lease Term or the license term, as applicable, or during any period of time, if any, 
before or after the Lease Term that Developer or its Related Parties may have possession of the Premises or the 
Project Improvements, including the construction of the Hotel Project Improvements Work pursuant to the Project 
Agreement, (b) any Environmental Event which is required to be covered by Tenant’s Remedial Work or 
Developer’s Remedial Work (including any strict liability of the City or its Related Parties), (c) any breach of the 
terms and conditions of the Ground Lease or any other Project Document by Developer or any of its Related Parties 
or any failure by Developer to pay or perform any of its obligations under the Ground Lease, or (d) any act or 
omission of Developer, Guarantor, Operator or any person related to any of the foregoing, even though caused by or 
arising from the active or passive, joint, concurrent, contributory or comparative negligence, breach of contract or 
other legal duty or fault of the City or any Landlord Indemnitee.   
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Repair and Maintenance 

The Ground Lease obligates the Developer, throughout the Lease Term, at its own expense and at no cost 
or expense to the City, to keep and maintain, or cause to be kept and maintained, the Premises and the Project 
Improvements in good working repair, order and condition, in accordance with the Hotel Operating Standard 
determined at any point in time by reference to Improvements of similar type of construction, use, and age that have 
been maintained to a standard no less than that required by the Hotel Operating Standard, but in all events in a 
manner consistent with manufacturers’ recommendations, the applicable Insurance Covenants, and as necessary to 
avoid or repair waste or structural damage to any of the foregoing.  The Ground Lease further obligates the 
Developer to promptly make, or cause to be made, all necessary repairs to the Premises and the Project 
Improvements to keep them clean and in a condition such that the Project Improvements may be operated in 
accordance with the Hotel Operating Standard and in compliance with all applicable Governmental Rules.  The 
Ground Lease also obligates the Developer to perform all alterations, upgrades, improvements, renovations, or 
refurbishments to the Premises and the Project Improvements necessary to keep them in a condition no less than that 
required by the Hotel Operating Standard, including any capital expenditures necessary to accomplish same.  As to 
the portion of the Premises located beneath Market Street, the Developer will keep and maintain adequate load 
bearing support for the Market Street roadway (and all Improvements related thereon or underneath same) and all 
traffic thereon.   

Casualty Damage 

If at any time during the Lease Term, the Project Improvements or any part thereof will be damaged or 
destroyed by any damage, destruction, or other property casualty resulting from any fire or any Force Majeure or 
other sudden, unexpected, or unusual cause (“Casualty”), then the Developer will immediately secure or cause to be 
secured the area of damage or destruction to safeguard against injury to Persons or Property and, promptly 
thereafter, remediate any hazard and restore the Premises and the Project Improvements thereon to a presentable 
condition whether by repair or by demolition, removal of debris and screening from public view. 

The Developer will, to the extent allowed by Governmental Rule, promptly commence and thereafter 
proceed with reasonable diligence (subject to a reasonable time allowance for the purpose of adjusting the insurance 
loss and subject to Excusable Developer Delay) to repair, restore, replace, or rebuild the Project Improvements as 
nearly as practicable to a condition substantially equivalent to that existing immediately prior to such damage and 
destruction, in accordance with the applicable provisions of the Ground Lease, subject, however, to the requirements 
of the insurance provisions of the Ground Lease and certain rights of the Developer to exercise its option to 
terminate the Ground Lease in the event that Substantially All of the Project Improvements are damaged or 
destroyed by Casualty or Governmental Rule does not permit the restoration of the Project Improvements to a 
tenantable building and economically viable convention center hotel.  In the event Developer exercises its 
termination right, Developer will, if requested by the City, raze the Project Improvements in accordance with the 
Ground Lease. 

Condemnation 

If at any time during the Lease Term, title to the whole of the Premises and the Project Improvements or 
Substantially All of the Premises and Project Improvements will be taken in a Condemnation Action (or conveyed in 
lieu of any such Condemnation Action), other than for a temporary use or occupancy that is for one year or less in 
the aggregate, the Ground Lease (except as to the provisions relating to the Condemnation Award) and all other 
Project Documents will terminate and expire on the date of such taking (or conveyance), and all the Rentals that are 
not then being deferred and other payments, including Impositions, will be paid to the City through the date of such 
taking (or conveyance).  In the event of a Condemnation Action relating to the taking of the whole of the Premises 
and the Project Improvements or Substantially All of the Premises and Project Improvements, all sums, amounts or 
other compensation for the Project Improvements and the Premises (the “Condemnation Award”) will be paid to the 
Condemnation Trustee and paying first the amount of outstanding principal and accrued interest and all other sums 
then due with respect to the Bonds and then paying such other amounts and in such priority as specified in the 
Ground Lease. 
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In the event of condemnation of less than the whole of the Premises and the Project Improvements or less 
than Substantially All of the Premises and the Project Improvements, the Lease Term will not be reduced or affected 
in any way, and the Condemnation Award (including all compensation for the damages, if any, to the parts of the 
Premises and the Project Improvements not so taken, that is, damages to the remainder) will be paid to the 
Condemnation Trustee and paying first the costs of repairing, restoring or replacing the remaining portion of the 
Premises and the Project Improvements to the condition required by the Ground Lease and causing all Mechanics’ 
Liens arising out of work performed with respect to the Premises or the Project Improvements by, or in satisfaction 
of any obligation of, Developer under the Ground Lease to be released from the Premises and from any interest of 
the City under the Ground Lease, subject to Developer’s right to dispute such Liens pursuant to the Ground Lease, 
then paying the amount of outstanding principal and accrued interest and all other sums then due with respect to the 
Bonds and then paying such other amounts specified in the Ground Lease.  

Insurance Proceeds 

The Ground Lease provides that Insurance Proceeds paid pursuant to the policies of insurance required by 
the Ground Lease or the Project Agreement for loss of or damage to the Project Improvements will be paid and 
delivered to (i) the Developer, provided that no Tenant Default then exists and the Ground Lease has not been 
terminated, in the case of any particular Casualty resulting in damage involving a reasonably estimated cost of repair 
of less than $2,000,000 (such amount to be adjusted at the commencement of each Lease Year by multiplying such 
amount by the Threshold Escalator) or (ii) the Insurance Trustee, (a) in the case of any particular Casualty resulting 
in damage involving a reasonably estimated cost of repair of more than $2,000,000 (such amount to be adjusted at 
the commencement of each Lease Year by multiplying such amount by the Threshold Escalator), (b) in the event a 
Tenant Default then exists, or (c) with respect to Insurance Proceeds payable after any termination of the Ground 
Lease in accordance with the terms of the Ground Lease.  In the event the Ground Lease is not terminated, Insurance 
Proceeds will be used to perform Casualty Repair Work in accordance with the requirements of the Ground Lease.  
In the event the Ground Lease is terminated or the Project Improvements will be razed pursuant to the provisions of 
the Ground Lease, Insurance Proceeds payable with respect to demolition or debris removal will be used for that 
purpose and, until so used for that purpose, will be held in trust by the Insurance Trustee and none of the excess 
Insurance Proceeds, if any, payable in respect of such damage or destruction (the “Excess Proceeds”) will be 
payable to the City but will be held by the Insurance Trustee and paid to, and will be the property of, the Developer, 
after paying all principal and interest outstanding under the Bonds, if any and then for such other purposes specified 
in the Ground Lease.  Insurance Proceeds paid or disbursed to the Developer will be held by the Developer in trust 
for the purposes of paying the cost of Casualty Repair Work as required by the Ground Lease.   

No Obligation of City; Non-Abatement of Rent 

Under no circumstances will the City be obligated to make any payment, disbursement, or contribution 
toward the cost of Casualty Repair Work or the fees and costs of the Insurance Trustee (which fees and costs, if any, 
may be deducted by the Insurance Trustee from the Insurance Proceeds).  The Developer will be obligated to pay for 
all costs and expenses of any Casualty Repair Work that are not covered by Insurance Proceeds or for which 
insurance proceeds are inadequate and will deposit with the Insurance Trustee (in circumstances in which Insurance 
Proceeds go to the Insurance Trustee) any Casualty Shortfall Funding.  Except as provided in the Ground Lease, the 
Developer will not be entitled to any abatement, allowance, reduction, or suspension of the Rentals as a result of the 
partial or total destruction of the Project Improvements or any part thereof. 

Option to Terminate 

In the event that (a) Substantially All of the Project Improvements are damaged or destroyed by Casualty at 
any time during the Lease Term or (b) any portion of the Project Improvements is damaged or destroyed by Casualty 
at any time during the Lease Term and the Governmental Rules then applicable to the Premises do not permit the 
restoration of the Project Improvements so as to complete a tenantable building and an economically viable 
convention center hotel, then Developer may, at its option (exercised with reasonable promptness in the 
circumstances, but in all events within 240 calendar days after such Casualty), terminate the Ground Lease and the 
other Project Documents by (x) serving Notice upon the City and, during the Bond Insurance Period only, the Bond 
Insurer within such period setting forth Developer’s election to terminate the Ground Lease and all other Project 
Documents as a result of such Casualty as of the end of the calendar month in which such Notice is received by the 
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City, and, during the Bond Insurance Period only, the Bond Insurer, whichever is later, (y) paying to the City, 
concurrently with the service of such notice, all the Rentals (to the extent not being deferred) and other payments, 
including Impositions, which would otherwise have been payable up to the effective date of such termination, and 
(z) depositing, or causing to be deposited with the Trustee, whether pursuant to Insurance Proceeds or otherwise, an 
amount which is no less than the amount of outstanding principal and accrued interest and all other sums due with 
respect to the Bonds as of the date of termination.  Upon the service of such Notice and the making of such 
payments within the period aforesaid, the Ground Lease and all other Project Documents will cease as of the end of 
the calendar month in which such Notice is received by the City with the same force and effect as if such date were 
the date originally fixed as the Lease Expiration Date.  At the City’s option, the City will have the right upon 
delivering Notice to the Developer of its request to have the Developer perform the same, require the Developer to 
raze and remove the Project Improvements in a manner consistent with the provisions of the Ground Lease, in which 
case the Developer will be obligated to perform the same.  Failure to terminate the Ground Lease within said 240 
calendar day period will constitute an election by the Developer to keep the Ground Lease in force.  If the Developer 
elects to so keep the Ground Lease in full force and effect, the Developer will commence to construct, and prosecute 
the completion of, new replacement Improvements in accordance with the provisions of the Ground Lease. 

Developer Transfers 

Except as provided in the Ground Lease no voluntary or involuntary successor in interest of the Developer 
will acquire any rights or powers under the Ground Lease, the Project Agreement or any other Project Document.  
Except as otherwise permitted by the Ground Lease, the Developer may not (and the Developer agrees that it will 
not), voluntarily, involuntarily, by operation of law or otherwise, sell, assign, transfer, sublease, license, or otherwise 
dispose of the Ground Lease, the Project Agreement or any other Project Document, or any interest in the Ground 
Lease or in the Project Agreement or Project Document, or mortgage, pledge, encumber, or otherwise hypothecate 
the Ground Lease, the Project Agreement or any other Project Document or any interest in the Ground Lease or in 
the Project Agreement or Project Document, or otherwise hypothecate, sell, license or in any other manner transfer 
or convey any right, title, interest or estate in or under the Ground Lease, the Project Agreement or any other Project 
Document or to any portion or all of the Premises or the Project Improvements, without first obtaining the Consent 
of the City and, during the Bond Insurance Period only, the Bond Insurer pursuant to the terms of the Ground Lease. 

The occurrence of any one of the following events (each a “Transfer”) without the prior written Consent of 
the City and, during the Bond Insurance Period only, the Bond Insurer will not be permitted under the Ground Lease 
and will constitute an Event of Default, unless such event is a Permitted Transfer: 

(a) Any direct or indirect sale, assignment, transfer, sublease, license or other disposition of the 
Project, the Leasehold Estate, the Licenses, the Project Improvements or any right, title, interest or obligation of the 
Developer in and to the Premises, under the Ground Lease, the Project Agreement or any other Project Documents, 
whether voluntarily, involuntarily, by operation of law or otherwise (including by way of merger or consolidation) 
(an “Asset Transfer”); 

(b) Except with respect to Permitted Project Financing, any Mortgage, pledge, encumbrance or other 
hypothecation of the Project, the Leasehold Estate, the Licenses, the Project Improvements, any right, title or interest 
of the Developer in and to the Premises, under the Ground Lease, under the Project Agreement or under any other 
Project Documents;  

(c) Any direct or indirect issuance or transfer of any securities or interests having ordinary voting 
power for the election of directors (or other comparable controlling body) of any Person or any transfer of an equity 
or beneficial interest in any Person that directly or indirectly results in either (i) a change of the Controlling Person 
of the Developer or (ii) the creation of a Controlling Person of Developer, where none existed before (a “Change in 
Control”); provided, however, that for so long as Marathon is the Controlling Person of Developer, any Change in 
Control of Marathon will not be a Transfer; or 

(d) A Person reasonably acceptable to the City ceases to control the day-to-day operations of the 
Developer with respect to asset management functions; provided, however this requirement may be fulfilled by 
(x) the Developer’s engagement of an asset management firm reasonably acceptable to the City Representative, 
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(y) Marathon or an Affiliate of Marathon, or (z) a Controlling Person of Developer or an Affiliate of a Controlling 
Person of the Developer. 

Although the following will constitute a Transfer under the Ground Lease (each a “Permitted Transfer”), 
notwithstanding anything to the contrary contained in the Ground Lease, the City and, to the extent required 
pursuant to the terms of the Ground Lease, the Bond Insurer’s Consent to such Permitted Transfer will be deemed to 
have been obtained (except to the extent that Consent needs to be obtained pursuant to the Permitted Project 
Financing) provided (i) no uncured Tenant Default exists, (ii) no uncured Potential Tenant Default of which the City 
has delivered Notice to the Developer exists and for which the Developer has not provided the City with assurances 
reasonably acceptable to the City that such Potential Tenant Default will be cured within the applicable cure period, 
and (iii) the requirements of the Ground Lease are satisfied:  (a) any Space Lease meeting the requirements of the 
Ground Lease; (b) any issuance or transfer of any securities or interests, whether or not having ordinary voting 
power for the election of directors (or other comparable controlling body), of any Person that either (i) results in 
there being no Controlling Person of the Developer, where none existed before or (ii) does not result in a change of 
the Controlling Person of the Developer or the creation of a Controlling Person of the Developer, where none 
existed before; (c) any Foreclosure Event; and (d) any Permitted Security Interest. 

Landlord Transfers 

Landlord may effect a Landlord Transfer of its interest in the Premises or any part thereof or interest 
therein, and the Ground Lease or any of the Project Documents at any time or from time to time to any Person (a 
“Landlord Transferee”); provided, however, that (i) such Landlord Transferee assumes all of Landlord’s future 
obligations under the Ground Lease or under the Project Documents, as applicable, (ii) during the Lease Term, 
Landlord will not be permitted to effect a Landlord Transfer with respect to its interest in the Ground Lease, or any 
part thereof, to a Landlord Transferee who is owner or operator of a full-service hotel, (iii) so long as the Developer 
has any outstanding liabilities or obligations under the Project Agreement pursuant to the terms thereof, any 
Landlord Transfer with respect to Landlord’s interest in the Ground Lease must also include Landlord’s interest in 
the Project Agreement, (iv) Landlord’s right to effect a Landlord Transfer with respect to its interest in the Room 
Blocking Agreement will be subject to the conditions in the Room Blocking Agreement, (v) for so long as the Bonds 
remain outstanding, and only for so long, the City shall not be permitted to effect a Landlord Transfer with respect 
to its interest in the Premises or the Ground Lease, or any part thereof, to a Landlord Transferee who is not a non-
profit corporation acting on behalf of the City, and (vi) for so long as the City is obligated to make available the 
City’s State Tax Contribution pursuant to the Economic Development Agreement, and only for so long, the City will 
not effect a Landlord Transfer to a Landlord Transferee which would adversely affect the City’s ability to receive 
the City’s State Tax Contribution.  A “Landlord Transfer” includes any sale, conveyance, assignment or other 
transfer by Landlord of the Premises, the Ground Lease, the other Project Documents or any part thereof or interest 
therein by Landlord, including the grant by Landlord of any easements, licenses, rights of way or similar 
Encumbrances on the Premises which are not prohibited under the Ground Lease.   

 
No Consolidation of Obligations 

The Developer and its general partner will not (a) commingle its assets with those of, or pledge its assets 
for the benefit of, an Affiliate, or a Related Party, or any other Person, (b) assume, guarantee or become obligated, 
or hold out its credit as being available to satisfy, the Debts or other obligations of an Affiliate, or a Related Party, or 
any other Person, (c) acquire obligations or securities of, or make loans or advances to, any Affiliate, or Related 
Party, or any other Person, or (d) incur any Debts except as permitted by the Ground Lease or the other Project 
Documents and as necessary, from time to time, for construction or installation of Additional Work and for trade 
payables in the ordinary course of business. 

No Other Business 

The Developer and its general partner will not engage in any business activity other than the design, 
development, construction, and operation of the Premises and the Project Improvements in accordance with the 
Project Documents.  The Developer and its general partner will not (i) acquire by purchase or otherwise any 
Property or assets of, or stock, or other evidence of beneficial ownership of, any Person, except purchases of 
inventory, materials, supplies, furniture, fixtures, and equipment in the ordinary course of the Developer’s and its 
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general partner’s business in accordance with the preceding sentence, (ii) create or acquire any Subsidiary other than 
subsidiaries owned 100%, directly or indirectly, by the Developer or its general partner and necessary, appropriate 
or convenient in connection with restrictions on real estate investment trusts pertaining to the ownership and 
operation of hotels, or (iii) enter into any partnership or joint venture. 

Leasehold Mortgage 

The Ground Lease provides the Developer with certain limited rights to grant a Leasehold Mortgage as 
security for a Permitted Project Financing and certain rights in favor of any Leasehold Mortgagee.  See the section 
captioned “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS—Deed of Trust” for a 
description of the Leasehold Mortgage being granted in connection with the issuance of the Series 2005 Bonds. 

Fee Mortgage 

The City has a right during the Lease Term to execute a Mortgage encumbering the right, title, interest, and 
estate of the City in and to the Premises (subject to the Leasehold Estate and any New Lease required by a 
Leasehold Mortgagee), and the City’s interest in the Ground Lease and may at any time or from time to time make 
assignments of the Rentals payable hereunder or otherwise grant security interests or liens upon such Rentals; 
provided, however, (i) any and all such Mortgages will be expressly subject and subordinate in any and all respects 
to the Ground Lease and the other Project Documents (but only to the extent in force and applicable), all of the 
obligations of the City under the Ground Lease and the Project Documents under, and all of the rights, titles, 
interests, and estates of the Developer created or arising under the Ground Lease and (ii) any judicial or non-judicial 
foreclosure sales under any such Mortgage and conveyances in lieu of foreclosure under any such Mortgage will 
constitute a Landlord Transfer that is subject to the terms and conditions of the Ground Lease.  See “Ground Lease 
and License Agreement – Landlord Transfers” for a description of the conditions for a Landlord Transfer of the 
Premises. 

Tenant Default 

The occurrence of any of the following will be an “Event of Default” by the Developer, as tenant under the 
Ground Lease, or a “Tenant Default”:  

(a) The failure of the Developer to pay any Rentals when due and payable under the Ground Lease if 
such failure continues for 10 calendar days after the City gives Notice to the Developer that such amount was not 
paid when due;  

(b) The failure of the Developer to comply with any Insurance Covenant if such failure is not 
remedied within five calendar days after the City gives Developer Notice of such failure; 

(c) The failure of Developer to fund a Casualty Shortfall Funding or Condemnation Shortfall Funding 
within 30 calendar days after the City gives Developer Notice of such failure;  

(d) Subject to the Developer’s right to appoint an Interim Operator in accordance with the Ground 
Lease and the effects of Down Times permitted under the Ground Lease, the failure of the Developer to cause the 
Premises and the Project Improvements to be operated continuously by a Qualified Operator pursuant to a Hotel 
Management Agreement meeting the requirements of the Ground Lease within 30 calendar days after Notice from 
the City of such failure; provided, if such failure reasonably is not susceptible of being cured within such 30 
calendar day period, so long as the Developer continuously and diligently prosecutes such cure after receipt of 
notice from the City, the Developer will have such additional time as is necessary to complete such cure, but such 
cure period will not exceed 60 calendar days in the aggregate; 

(e) Any breach by the Developer of the assignment and transfer terms or provisions of the Ground 
Lease if such breach continues for 15 calendar days after the City gives Notice to the Developer of such breach;  



 

75 

(f) The failure of the Developer to cause the Premises or the Project Improvements to be operated 
continuously in accordance with the requirements of the permitted uses, prohibited uses, and continuous operation 
clauses, specified in the Ground Lease (other than the failure referred to in clauses (b) or (d) above) within 60 
calendar days after notice from the City of such failure; provided, however, if such failure is not reasonably 
susceptible of being cured within such 60 calendar day period, so long as the Developer continuously and diligently 
prosecutes such cure, the Developer will have such additional time as is necessary to complete, but such cure will 
not exceed 120 calendar days in the aggregate; 

(g) The failure of the Developer to keep, observe, or perform any of the terms, covenants, or 
agreements contained in the Ground Lease on the Developer’s part to be kept, performed or observed (other than 
those referred to in clauses (a), (b), (c), (d), (e) or (f) above) if: (i) such failure is not remedied by the Developer 
within 30 calendar days after Notice from the City of such default or (ii) in the case of any such default which 
cannot with due diligence and good faith be cured within 30 calendar days, the Developer fails to commence to cure 
such default within 30 calendar days after such default, or the Developer fails to prosecute diligently the cure of 
such default to completion within such additional period as may be reasonably required to cure such default with 
diligence and in good faith; it being intended that, in connection with any such default which is not susceptible of 
being cured with due diligence and in good faith within 30 calendar days but is otherwise reasonably susceptible of 
cure, the time within which the Developer is required to cure such default will be extended for such additional 
period as may be necessary for the curing thereof with due diligence and in good faith; provided, however, that if 
such default is not susceptible of being cured at all, such default will constitute a Tenant Default and the City will be 
entitled to pursue, as its sole and exclusive remedies, all of its remedies under the Ground Lease but not termination 
of the Ground Lease or termination of Tenant’s right of occupancy as further described in the Ground Lease;  

(h) Any representation or warranty confirmed or made in the Ground Lease or in any other Project 
Document (other than the Guaranty) by the Developer will be found to have been incorrect in any material respect 
when made or deemed to have been made and the same is not corrected within 15 calendar days after the City gives 
Notice to the Developer of the same; 

(i) If prior to the Developer’s satisfaction of all its requirements as to Substantial Completion under 
the Project Agreement, any Developer Default (other than a Developer Default pursuant to section (g) under 
“CONSTRUCTION OF THE HOTEL PROJECT – Project Agreement – Developer Default”) will have occurred 
under the Project Agreement and remain uncured after the elapse of the applicable notice and cure periods provided 
for under the terms of the Project Agreement;  

(j) If any monetary default by the Developer occurs under the Room Blocking Agreement and 
remains uncured after the elapse of the applicable notice and cure periods provided for under the terms of the Room 
Blocking Agreement; provided, however, that with respect to any monetary default under the Room Blocking 
Agreement which first arose prior to Substantial Completion of the Hotel Project Improvements, such monetary 
default under the Room Blocking Agreement will not constitute a Tenant Default under the Ground Lease unless 
such monetary default is not cured within 90 calendar days after Substantial Completion of the Hotel Project 
Improvements;  

(k) If Developer fails to perform any of its obligations under the Cash Management Agreement and 
such failure continues for ten calendar days after the earlier of the Developer’s receipt of Notice from the City of 
such failure and the Developer’s receipt of written notice from the Trustee of such failure; 

(l) If any material default by the Developer occurs under any other Project Document (other than the 
Guaranty, the Project Agreement, Riverwalk Access Agreement, and the Room Blocking Agreement) and remains 
uncured after the elapse of the applicable notice and cure periods provided for under the terms of such Project 
Documents; or 

(m) The (1) filing by the Developer of a voluntary petition in bankruptcy; (2) adjudication of the 
Developer as bankrupt; (3) approval as properly filed by a court of competent jurisdiction of any petition or other 
pleading in any action seeking reorganization, rearrangement, adjustment, or composition of, or in respect of the 
Developer under the United States Bankruptcy Code or any other similar state or federal law dealing with creditors’ 
rights generally; (4) the Developer’s assets are levied upon by virtue of a writ of court of competent jurisdiction; (5) 
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insolvency of the Developer; (6) assignment by the Developer of all or substantially of their assets for the benefit of 
creditors; (7) initiation of procedures for involuntary dissolution of the Developer, unless within 90 calendar days 
after such filing, the Developer causes such filing to be stayed or discharged; (8) the Developer ceases to do 
business as an ongoing enterprise; and (9) appointment of a receiver, trustee or other similar official for the 
Developer, or the Developer’s property, unless within 90 calendar days after such appointment, the Developer 
causes such appointment to be stayed or discharged.  

City Default 

The failure of the City to substantially perform or substantially observe any of the obligations, covenants or 
agreements to be performed or observed by the City under the Ground Lease within 60 calendar days after Notice 
from the Developer of such failure; provided, however, that if such performance or observance cannot reasonably be 
accomplished within such 60 calendar day period, then no Event of Default will occur unless the City fails to 
commence such performance or observance within such 60 calendar day period and fails to diligently prosecute such 
performance or observance to conclusion thereafter; and provided further, however, that if such performance or 
observance has not been accomplished within 120 calendar days after Notice from the Developer to the City of such 
failure (notwithstanding the Developer’s diligent prosecution of its curative efforts), then same will constitute an 
Event of Default under the Ground Lease. 

City Remedies 

Subject to the provisions of the Ground Lease, upon the occurrence of any Tenant Default, the City may, in 
its sole and absolute discretion, pursue any one or more of the following remedies without any Notice or demand 
whatsoever, other than any notice expressly provided in the Ground Lease, including and as further described in the 
Ground Lease: (a) terminate the Ground Lease and receive damages as specified in the Ground Lease; (b) terminate 
the Developer’s right of occupancy of all or any part of the Premises and reenter and repossess the Premises and 
receive certain payments from the Developer as specified in the Ground Lease; (c) enter upon the Premises and do 
whatever the Developer is obligated to do under the terms on the Ground Lease; (d) exercise any and all other 
remedies available to the City at law or in equity (including enforcing specific performance of the Developer’s 
obligations to continuously operate the Premises and the Project Improvements in accordance with the Hotel 
Operating Standard in accordance with the terms of the Ground Lease); and (e) in the event of a Developer Default 
under the Project Agreement, the City may pursue additional claims for costs and damages specified in the Ground 
Lease including, but not limited to reasonable costs to cause Final Completion of the Hotel Project Improvements.  

Developer Remedies 

Subject to the provisions of the Ground Lease, upon the occurrence of any Landlord Default, the Developer 
may, at its sole and absolute discretion, have the option to pursue any one or more of the following remedies without 
any notice or demand whatsoever, other than any Notice expressly provided in the Ground Lease:  (a) the Developer 
may terminate the Ground Lease and the other Project Documents with respect to the Developer provided that 
during the Bond Insurance Period only, such right will be conditioned upon Developer’s having obtained the 
Consent of the Bond Insurer; (b) the Developer may exercise any and all other remedies available to the Developer 
at law or in equity; provided, however, that notwithstanding the foregoing or anything else in the Ground Lease to 
the contrary, the Developer’s rights to exercise remedies under the Ground Lease, will be subject to the waiver and 
release by the Developer contained in the Ground Lease; and (c) the Developer may exercise Tenant’s Self-Help 
Rights in accordance with the terms of the Ground Lease. 

Termination of Ground Lease 

Subject to the Leasehold Mortgage provisions of the Ground Lease, upon the occurrence of a Tenant 
Default or a Landlord Default, the non-defaulting Party, in addition to its other remedies at law or in equity, will 
have the right to give the defaulting Party notice (a “Final Notice”) of the non-defaulting Party’s intention to 
terminate the Ground Lease after the expiration of a period of 30 calendar days from the date such Final Notice is 
delivered unless the Event of Default is cured, and upon expiration of such 30 calendar day period, if the Event of 
Default is not cured, the Ground Lease and the other Project Documents will terminate without liability to the non-
defaulting Party.  If, however, within such 30 calendar day period the defaulting Party cures such Event of Default, 
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then the Ground Lease and the other Project Documents will not terminate by reason of such Final Notice.  
Notwithstanding the foregoing, in the event there is any legal action, lawsuit, proceeding, arbitration, or other 
alternative dispute resolution process, Governmental Authority investigation, hearing, audit, appeal, administrative 
proceeding, or judicial proceeding (“Action or Proceeding”) pending or commenced between the Parties with 
respect to the particular Event of Default covered by such Final Notice, the foregoing 30 calendar day period will be 
tolled until a final non-appealable judgment or award, as the case may be, is entered with respect to such Action or 
Proceeding.  

Non-Appropriation 

The obligations of the City (so long as the City or a political subdivision of the State of Texas is the “City” 
under the Ground Lease) under the Ground Lease which require an expenditure or the payment of money is subject 
to an Appropriation and accordingly (a) will constitute a current expense of the City in the Fiscal Year in which an 
obligation applies and (b) will not constitute an indebtedness of the City within the meaning of any Governmental 
Rule.  Nothing in the Ground Lease will constitute a pledge by the City (so long as the City or a political subdivision 
of the State of Texas is the “City” under the Ground Lease) of any funds, other than funds designated pursuant to 
lawful appropriations from time to time, to pay any money or satisfy any other obligation under any provision of the 
Ground Lease. 

Deed of Trust 

The Developer will execute the Deed of Trust pursuant to which the Developer will grant a deed of trust on 
its leasehold estate under the Ground Lease in and to the real and personal property constituting the Hotel Project for 
the benefit of the Issuer.  The Issuer will assign its rights under the Deed of Trust to the Trustee, in order to secure 
its obligation to pay Debt Service on the Series 2005 Bonds and other amounts and obligations under the Indenture.   

A deed of trust is the instrument generally used in the State for granting liens on an interest in real property.  
A deed of trust formally has three parties: an obligor-trustor, a third party grantee called the mortgage trustee, and 
the lender-creditor called the beneficiary.  The trustor, being the Developer under the Deed of Trust, grants the 
property, irrevocably until the debt is paid, “in trust, with power of sale” to the mortgage trustee, designated under 
the Deed of Trust, to secure payment of principal of and interest on the Series 2005 Bonds.  The mortgage trustee’s 
authority is governed by law, the express provisions of the mortgage and the directions of the beneficiary, being the 
Trustee (on behalf of the Registered Owners) under the Deed of Trust. 

In Texas, a beneficiary under a deed of trust has the option (and under the Deed of Trust the Trustee will 
have the option) to foreclose judicially or nonjudicially.  A judicial foreclosure, which is subject to most of the 
delays and expenses of other lawsuits, sometimes requires up to several years to complete.  The nonjudicial 
foreclosure remedy is available to the Trustee under the Deed of Trust, subject to any limitations provided in 
bankruptcy and general principles of equity.  To effect a nonjudicial trustee’s sale, certain notice requirements 
prescribed by State statute must be followed to give a trustor sufficient notice.  Courts have imposed general 
equitable principles upon foreclosure, which are designed to mitigate the legal consequences to the Developer of the 
Developer’s defaults under the loan documents. 

Assignment Agreement 

Pursuant to the Assignment of Note and Lien and Consent Agreement (the “Assignment Agreement”), the 
Issuer will assign to the Trustee (a) all of the Issuer’s rights and interests in the Deed of Trust; (b) all of Issuer’s 
rights and in any and all contracts, instruments, and agreements, now existing or hereafter arising, in connection 
with the issuance of the Series 2005 Bonds and the loan of the proceeds to design, develop, construct, equip, furnish, 
and open the Hotel Project, and the right to enforce performance, exercise such remedies conferred upon the Issuer 
by such documents for the purpose of securing performance by the Issuer under the Indenture; provided that, so long 
as no Event of Default has occurred and be continuing under the Indenture, the Issuer will have, and may exercise, 
all of its rights under such documents, as applicable, including the rights to receive performance under such 
documents and the rights to enforce such documents in accordance therewith; and (c) to the extent permitted under 
applicable law, all licenses, permits, authorizations, consents, and approvals heretofore or hereafter issued by any 
and all governmental instrumentalities and authorities in connection with the operation, construction, use, or 
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occupancy of the Hotel Project.  The Developer, the Design/Builder, and the Operator, (the “Consenting Parties”) 
will consent to such assignments. 

Consent, Subordination & Attornment Agreements 

Each of the Design/Builder and the Operator (each a “Service Provider”) will deliver consent, 
subordination, and attornment agreements with the Developer for the benefit of the Issuer, pursuant to which each 
Service Provider consents to the Issuer’s collateral assignment to the Trustee of its respective agreements with the 
Developer.  Pursuant to such consent agreements, each Service Provider agrees to accept performance by the 
Trustee following a default by the Issuer or Developer, as applicable, under the applicable agreement.  Also, the 
Trustee, following the occurrence and continuance of an event of default under the Indenture or any of the other 
Project financing documents and the exercise by the Trustee of its rights to foreclose on the Hotel Project or accept a 
deed in lieu of foreclosure, has the right to elect to terminate the respective agreement with a Service Provider, 
provided such Service Provider is paid all sums due or to become due to it prior to the effective date of the 
termination, or to assume all of the rights and obligations of the Developer under the agreement with such Service 
Provider.  A copy of each respective consent agreement will be available upon request from the Underwriters.  This 
summary is general in nature and is qualified in its entirety by reference to the complete version of the respective 
consent agreement. 

Investments; Use of Investment Earnings 

The Issuer and the Developer have agreed that all Funds on deposit in any Fund or Account under the 
Indenture will be invested only in Permitted Investments and which are authorized by Chapter 2256, Texas 
Government Code (known generally as the “Public Funds Investment Act”).  On the Closing Date, the Trustee will 
enter into one or more investment instruments approved by Bond Insurer for the purpose of investing all funds 
deposited into the Tax-Exempt Account and the Taxable Account of the Debt Service Reserve Fund, the Series 
2005A Capitalized Interest Account and the Taxable Series 2005B Capitalized Interest Account of the Debt Service 
Fund, and the Series 2005A Project Account and the Taxable Series 2005B Project Account of the Construction 
Fund.  

All other funds on deposit in any Fund or Account held under the Indenture will be invested and reinvested 
by the Trustee as promptly as practicable, in accordance with written instructions of the Developer, or a designee of 
the Developer (with a written copy thereof to the City and the Bond Insurer).  If the Trustee fails to receive such 
directions at least one Business Day before the day on which any amounts are required to be invested, the Trustee 
will invest such amounts in the Wells Fargo Advantage Government Money Market Fund or any similar fund which 
qualifies as a Permitted Investment.  Notwithstanding anything herein to the contrary, Permitted Investments in all 
Funds and Accounts will mature, or the principal of and accrued interest on such Permitted Investments will be 
available for withdrawal without penalty, not later than such times as is necessary to provide moneys when needed 
for payment to be made from such Funds and Accounts.  The Trustee will not be responsible for determining 
whether or not any Permitted Investments are legal investments under the Public Funds Investment Act, nor will the 
Trustee be responsible for any loss in any investment in any Fund or Account as long as the Trustee was following 
written instructions provided by the Developer or as otherwise set forth herein. 

Except as otherwise provided in the Indenture, interest earned or profits realized from investing any 
moneys deposited in any Fund and Account or any subaccount thereof will be retained in the respective Fund, 
account or subaccount from which such interest and profits were derived.  Notwithstanding the foregoing:  in the 
event the amount of deposit in the Debt Service Reserve Fund is equal to the Reserve Fund Requirement, (i) prior to 
July 16, 2008, all earnings from investments on deposit in the Tax-Exempt Account of the Reserve Fund will be 
transferred to the Series 2005A Capitalized Interest Account of the Debt Service Fund and all earnings from 
investments on deposit in the Taxable Account of the Reserve Fund will be transferred to the Taxable Series 2005B 
Capitalized Interest Account of the Debt Service Fund, and (ii) on and after July 16, 2008, all earnings from 
investments on deposit in the Tax-Exempt Account and the Taxable Account of the Reserve Fund, will be 
distributed to the Tax-Exempt Account and Taxable Account of the Debt Service Fund, respectively; otherwise, 
investment earnings will remain in the Debt Service Reserve Fund until such time as the amount on deposit therein 
equals the Reserve Fund Requirement. 
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Refunding Bonds 

Pursuant to the Indenture and subject to the prior written consent and approval of the Developer and the 
City Council of the City, the Issuer has the right to issue one or more series of bonds payable from the Trust Estate 
and secured by a lien thereon on a parity with the lien thereon of the Series 2005 Bonds only for the purpose of 
refunding the Series 2005 Bonds to achieve debt service savings. 

CITY TAX REVENUES 

General Description of State and Local Hotel Occupancy Tax 

Pursuant to the provisions of Chapter 351, Texas Tax Code, as amended (the “Local HOT Act”), the City is 
authorized to impose on persons, based upon the price paid, for the use or possession, or the right of use or 
possession, of rooms ordinarily used for sleeping at any hotel in the City.  Currently, the Local HOT may be 
imposed only for rooms for which the cost of occupancy is at the rate of $2 or more per day (a “Qualified Hotel 
Room”).  The Local HOT of the City currently equals 9% of the consideration paid to the hotel for the right to use or 
possess the room.  Other provisions of the Texas Tax Code authorize the State and counties meeting certain 
specified qualifications to impose similar hotel occupancy taxes.  The State, pursuant to the provisions of Chapter 
156, Texas Tax Code, as amended (the “State HOT”), currently imposes a 6% hotel occupancy tax (the “State 
HOT”).  Bexar County, Texas, pursuant to the provisions of Chapter 334, Texas Local Government Code, and 
Chapter 352, Texas Tax Code, as amended, currently imposes a 1.75% hotel occupancy tax.  Therefore, the total 
hotel occupancy tax imposed in the City for all entities including the City is 16.75%.  Currently, the State HOT is 
imposed for the use or possession or the right of use or possession of a room or space in a hotel costing $15 or more 
per day.  Under both the Local HOT Act and the State HOT Act, “hotel” means any building or buildings in which 
the public may, for consideration, obtain sleeping accommodations.  The term includes hotels, motels, tourist homes, 
tourist houses, tourist courts, lodging houses, inns, rooming houses, bed and breakfasts, or other buildings where 
rooms are furnished for a consideration, but does not include hospitals, sanitariums, or nursing homes.  The 
consideration paid for the room, for purposes of such Acts, includes the cost of the room only if the room is one 
ordinarily used for sleeping, and does not include the cost of any food served or personal services rendered to the 
occupant of such room not related to the cleaning and readying of such room for occupancy.  To be subject to the 
hotel occupancy tax, the occupant’s use, possession, or right to the use or possession of the sleeping room must be 
for a period of less than 30 consecutive days.  Certain housing facilities owned or leased and operated by an 
institution of higher education are excluded.  Hotels and other eligible vendors of sleeping accommodations are 
required to collect the hotel occupancy tax at the time the room charges are received from patrons.  The Local HOT 
collections for the City are to be turned over to the City with reporting forms in the next succeeding month; a 1% 
discount for submissions prior to the 20th of such succeeding month is given.  Penalties and interest are imposed by 
the City for delinquent payments and the Local Hotel Tax Act provides for enforcement of collection of the Local 
Hotel Occupancy Tax.  State HOT collections for the State are to be turned over to the State Comptroller with 
reporting forms on or before the 20th day of the month following the end of each calendar month. 

General Description of State Sales and Use Tax 

Pursuant to the provisions of Chapter 151, Texas Tax Code, as amended (the “State Sales Tax Act”), the 
State is authorized to impose a sales and use tax at a rate equal to 6.25% (the “State Sales Tax”) on all retail sales, 
lease, and rentals of most goods, as well as taxable services.  State Sales Tax collections for the State are to be 
turned over to the State Comptroller with reporting forms on or before the 20th day of the month following the end 
of each calendar month. 

Pledge of Local HOT Revenues 

Pursuant to Section 351.102(b) of the Local HOT Act, the City is authorized to pledge all the Convention 
Center Hotel 7% Local HOT Revenues to secure the payment of bonds and other obligations issued or incurred to 
construct and equip a convention center hotel.  Pursuant to Section 351.1065 of the Local HOT Act, the City may 
only use the Available 2% Expansion HOT Revenues for the construction of an expansion of an existing convention 
center facility, which includes the Hotel Project, and the pledging of payment of revenue bonds issued for the 
construction of such expansion.  The Local HOT Act does not limit the pledge of the Available 2% Expansion HOT 
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Revenues to such revenues derived from the Hotel Project; therefore, the City may pledge to the payment of the 
Series 2005 Bonds the Available 2% Expansion HOT Revenues collected at all hotels in the City.  Pursuant to the 
terms of the Economic Development Agreement, the City has pledged or granted the Convention Center Hotel 7% 
Local HOT Revenues and the Available 2% Expansion HOT Revenues to the Trustee for the payment of Debt 
Service.  In the event that Net Operating Revenues due to the Issuer under the Loan Agreement during any month is 
insufficient to fully fund the Debt Service Fund for the payment of the principal of and the interest due on the Series 
2005 Bonds.  See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BOND—Economic 
Development Agreement.” 

Pledge of State Hotel Occupancy Tax and State Sales Tax 

The City is an “eligible central municipality” pursuant to the Local HOT Act, and therefore, the City is 
entitled to receive from the State a refund of 100% of the Convention Center Hotel State Sales Tax Revenues and 
100% of the Convention Center Hotel State HOT Revenues collected at the Hotel Project during the first ten years 
after the Hotel Project is open for initial occupancy).  Pursuant to the terms of the Economic Development 
Agreement, the City has pledged or granted the Convention Center Hotel State Sales Tax Revenues and the 
Convention Center Hotel State HOT Revenues to the Trustee for the payment of Debt Service.  In the event that Net 
Operating Revenues due to the Issuer under the Loan Agreement during any month is insufficient to fully fund the 
Debt Service Fund for the payment of the principal of and the interest due on the Series 2005 Bonds,   See 
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BOND—Economic Development 
Agreement” and “City Transfers.” 

Levy and Collection of Local HOT 

Pursuant to the Economic Development Agreement, the City covenants that it will continue to levy, while 
any Series 2005 Bonds remain outstanding, the Local HOT on the cost of occupancy of any Qualified Hotel Room 
at a rate of at least 9% of the consideration paid by the occupant of a Qualified Hotel Room to the hotel, all as 
authorized by the Local HOT.  The City further covenants that it will enforce the provisions of any ordinance 
levying a Local HOT, concerning the collection, remittance, and payment of the Local HOT. 

 

 

(Reminder of Page Intentionally Left Blank) 
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Historical Municipal Hotel Occupancy Tax Receipts  (As of fiscal year ended September 30, for the years indicated.) 

Expansion Hotel Occupancy Tax Revenue—2% Collection Rate          Table 8 

Month      FY 1999         FY 2000         FY 2001         FY 2002   
  
    FY 2003  

  
    FY 2004   

October   $  649,918   $   749,851   $    680,509   $    453,164   $  573,848   $  545,694 
November   884,957   637,637   798,201   796,313   817,218   767,592 
December   466,882   678,396   695,830   583,761   612,502   678,680 
January   458,106   682,194   717,884   629,571   591,602   555,197 
February   618,464   534,405   504,621   521,747   539,972   679,369 
March   830,493   913,055   847,657   929,206   774,913   790,353 
April   1,170,597   1,142,178   1,347,855   1,354,203   1,193,058   1,260,666 
May   870,752   1,074,220   1,009,621   1,114,500   1,050,796   1,271,436 
June   784,054   860,398   817,572   950,074   889,456   890,658 
July   799,138   872,451   958,356   939,963   951,731   853,764 
August   851,427   949,432   969,876   951,707   1,053,012   1,064,134 
September   542,008   706,927   887,969   777,459   870,407   941,564 

   $8,926,796   $9,801,144   $10,235,951  $10,001,668   $9,918,515  $10,299,107 
 
________________________ 
Source: City of San Antonio, Department of Finance. 
 

7% Local Hotel Occupancy Tax Collections              Table 9 

  
Month FY 1996 FY 1997 FY 1998 FY 1999 FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 

October $ 2,044,009.49   $ 2,013,918.33 $  2,051,678.51  $ 2,274,713.39  $ 2,616,077.95  $ 2,381,790.79  $ 1,586,123.89  $ 2,008,478.20  $ 1,885,077.18 
November 2,566,396.53       2,506,162.94     3,148,224.46    3,097,352.71    2,240,307.48    2,792,443.97    2,787,182.39    2,860,273.53    2,711,127.76 
December 1,251,670.14       1,455,287.58     1,926,441.43    1,631,429.48    2,374,381.86    2,437,076.58    2,043,182.42    2,143,765.32    2,372,587.93 
January 1,202,883.51       1,598,717.24     1,681,020.34    1,606,029.72    2,387,689.38    2,512,603.88    2,203,507.00    2,070,585.36    1,943,197.79 
February 1,886,366.40       1,503,008.05     1,862,229.98    2,164,623.68    1,870,427.89    1,766,184.70    1,826,113.65    1,890,112.41    2,377,750.85 
March     2,567,470.88      2,398,158.27     2,702,110.09    2,906,723.65    3,195,700.57    2,966,807.12    3,252,231.09    2,712,203.84    2,766,311.72 
April     3,352,587.91      3,496,909.99     4,125,531.44    4,097,085.43    3,997,631.94    4,717,652.80    4,740,125.37    4,175,553.58    4,412,339.92 
May     2,268,553.72      2,588,630.33     2,579,196.59    3,047,637.35    3,759,744.43    3,533,682.61    3,900,927.15    3,677,793.70    4,449,886.45 
June     2,249,520.71      2,281,484.35     2,459,558.92    2,744,188.20    3,022,578.51    2,861,511.99    3,325,266.36    3,113,104.21    3,117,312.40 
July     2,777,099.75     2,863,750.06     2,643,837.14    2,796,978.46    3,053,588.85    3,354,276.95    3,289,876.46    3,331,068.00    2,988,183.23 
August     2,679,569.11     2,960,153.04     3,250,355.66    2,980,000.11    3,311,845.98    3,397,374.63    3,330,793.37    3,685,549.51    3,724,446.47 
September     1,763,636.91      1,420,740.26     1,826,517.64    1,897,024.41    2,474,254.45    3,107,903.39    2,721,104.35    3,046,470.90    3,295,479.96 

 $26,609,765.06  $27,086,920.44 $30,256,702.20 $31,243,786.59 $34,304,229.29 $35,829,309.41 $35,006,433.50 $34,714,958.56 $36,043,701.66 
________________________ 
Source: City of San Antonio, Department of Finance. 
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Hotel Occupancy Tax – Top Ten Hotels (1)             Table 10 

  Fiscal Year Ended September 30   

             FY 2000              FY 2001               FY 2002             FY 2003               FY 2004  

  Rooms 
Total 

Tax Paid (2)  Rooms 
Total  

Tax Paid (2)  Rooms 
Total 

Tax Paid (2) Rooms 
Total 

Tax Paid (2)  Rooms 
Total 

Tax Paid (2) 

Marriott Rivercenter*  1,000 $  3,965,005  1,000 $  4,044,415  1,000 $  3,979,724 1,000 
 

$ 4,174,290  1,000 $3,515,664 
Hyatt Regency *  633 2,236,899  633 2,184,608  633 2,067,109 633 2,099,108  633 1,823,393 
Marriott Riverwalk*  502 2,003,212  502 2,089,017  502 1,914,048 502 2,081,821  502 1,766,221 
Hyatt Hill Country Resort**  500 2,237,960  500 2,261,223  500 2,243,619 500 1,830,858  500 1,749,513 
Westin Riverwalk*  474 1,174,857  474 1,595,330  474 1,589,857 474 1,660,244  474 1,660,244 
Hilton Palacio Del Rio*  481 1,686,032  481 1,747,272  481 1,742,380 481 1,634,833  481 1,634,833 
Westin La Cantera Resort***  508 1,540,990  508 1,603,559  508 1,667,829 508 1,486,361  508 1,486,361 
La Mansion Del Rio*  337 1,243,121  337 1,276,047  337 1,330,527 337 1,351,560  337 1,351,560 
Crowne Plaza*(3)  410 955,516  410 952,689  410 915,353 410 772,270  410 772,270 
Plaza Holiday Inn Riverwalk*  N/A N/A  N/A N/A  N/A N/A 313 758,148  313 720,945 
Marriott Plaza San Antonio*  250 836,495  N/A N/A  N/A N/A N/A N/A  N/A N/A 
Menger*  N/A N/A  313 818,497  313 811,615 N/A N/A  N/A              N/A 
Totals  5,095 $17,880,087  5,158 $18,572,657  5,158 $18,262,061 5,158 $17,849,493  5,158 $16,481,004 

 

____________ 

* These hotels are within walking distance of the Henry B. Gonzalez Convention Center. 
** This hotel is near the SeaWorld San Antonio Adventure Park. 
*** This hotel is near the Six Flags Fiesta Texas Amusement Park. 
(1)  Represents approximately 17.43% of total rooms available in the City and approximately 35.56% of the Hotel Occupancy Tax receipts for fiscal year 2004. 
(2)  Hotel Occupancy Tax is less a 1% discount for payment by the 20th of the following month and includes any late charges. 
(3)  Formerly known as Adams Mark. 
Source: City of San Antonio, Department of Finance. 
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San Antonio Hotel Occupancies and Average Daily Rates/History (1) Table 11 

Calendar 
Year 

Room 
Count 

Increase/ 
Decrease 

Average Daily 
Room Rate 

Increase/ 
Decrease 

Hotel 
 Occupancy  

Increase/ 
 Decrease  

1995 21,964 NA $80.70 NA 68.20% NA 
1996 23,828 8.5% $82.53 2.3% 66.30% -2.8% 
1997 25,138 5.5% $85.63 3.8% 64.50% -2.7% 
1998 25,853 2.8% $88.27 3.1% 66.10% 2.5% 
1999 27,129 4.9% $88.28 0.0% 65.10% -1.5% 
2000 27,729 2.2% $92.18 4.4% 65.30% 0.3% 
2001 27,847 0.4% $92.16 0.0% 63.10% -3.4% 
2002 28,731 3.2% $92.34 0.2% 64.50% 2.2% 
2003 29,268 1.9% $89.05 -3.6% 64.70% 0.3% 
2004 29,599 1.1% $91.49 2.7% 65.60% 1.4% 

 
_____________ 
(1) Source:  Smith Travel Research (STR) as of 3/11/05.  STR is the lodging industry’s leading information and data provider 

and maintains the most comprehensive database of hotel performance information nationwide.  Information is based on 
hotels in San Antonio.  Information is subject to adjustment as hotels submit adjusted data and/or additional hotels begin 
participating in the STR survey with actual data replacing estimated data. 

Enforcement of Receipt of State Tax Revenues 

Pursuant to the Economic Development Agreement, the City covenants that while any Series 2005 Bonds 
remain outstanding the City will take all steps deemed necessary to enforce the City’s rights under Section 
351.102(c), Texas Tax Code, to receive the Convention Center State HOT Revenues and Convention Center State 
Sales Tax Revenues. 

Repayment of City Tax Revenues  

As described in the Indenture, the purpose of the City Tax Contribution Repayment Fund is to accumulate 
therein Net Operating Revenues in an amount sufficient to reimburse the City for all City Tax Contributions made 
by the City pursuant to the Economic Development Agreement and which were actually used to pay Debt Service on 
any Bonds pursuant to the Indenture; provided, however, prior to any Transfer described in the Ground Lease that is 
not a Permitted Transfer, any portion of such unreimbursed City Tax Contributions which originated from 
Convention Center Hotel State HOT Revenues or Convention Center Hotel State Sales Tax Revenues and which 
accrued during a prior Lease Year will not be transferred into the City Tax Contribution Repayment Fund with a 
transfer of Net Operating Revenues for reimbursement to the City.  The Issuer, on behalf of the City, is obligated 
pursuant to the Cash Management Agreement to notify the Trustee at least five Business Days prior to the Lease 
Year during the Operating Period, of the total amount of City Tax Contributions required to be accumulated in the 
City Tax Contribution Repayment Fund and paid to the City during the ensuing Lease Year, from which figure the 
Trustee will conclusively rely (unless such figure is disputed by the Developer or the Bond Insurer) as to the amount 
of Net Operating Revenues from the Revenue Fund that are required to be deposited and accumulated in the City 
Tax Contribution Repayment Fund in accordance with the Indenture. 

FINANCIAL GUARANTY INSURANCE POLICY 
AND RESERVE FUND CREDIT FACILITY 

The following information has been provided by Ambac Assurance Corporation for use in this Official 
Statement in connection with the Series 2005A Bonds and the Taxable Series 2005B Bonds.  No representation is made 
by the Issuer or the Underwriters as to (a) the accuracy or adequacy of the information about the Insurer that is included 
herein directly or by reference or (b) the absence of material adverse changes affection the Insurer since the date of this 
information.  See “APPENDIX D- SPECIMEN FINANCIAL GUARANTY INSURANCE POLICY.” 
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Payment Pursuant to Financial Guaranty Insurance Policy 

Ambac Assurance has made a commitment to issue a financial guaranty insurance policy (the “Financial 
Guaranty Insurance Policy”) relating to each of the Series 2005A Bonds and the Taxable Series 2005B Bonds effective 
as of the date of issuance of each of the Series 2005A Bonds and the Taxable Series 2005B Bonds.  Under the terms of 
the Financial Guaranty Insurance Policy, Ambac Assurance will pay to The Bank of New York, in New York, New 
York or any successor thereto (the “Insurance Trustee”) that portion of the principal of and interest on the Series 2005A 
Bonds and the Taxable Series 2005B Bonds which shall become Due for Payment but shall be unpaid by reason of 
Nonpayment by the Obligor (as such terms are defined in the Financial Guaranty Insurance Policy).  Ambac Assurance 
will make such payments to the Insurance Trustee on the later of the date on which such principal and interest becomes 
Due for Payment or within one business day following the date on which Ambac Assurance shall have received notice of 
Nonpayment from the Trustee.  The insurance will extend for the term of the Series 2005A Bonds and the Taxable Series 
2005B Bonds and, once issued, cannot be canceled by Ambac Assurance. 

The Financial Guaranty Insurance Policy will insure payment only on stated maturity dates and on mandatory 
sinking fund installment dates, in the case of principal, and on stated dates for payment, in the case of interest.  If the 
Series 2005A Bonds or the Taxable Series 2005B Bonds become subject to mandatory redemption and insufficient funds 
are available for redemption of all outstanding Series 2005A Bonds and the Taxable Series 2005B Bonds, Ambac 
Assurance will remain obligated to pay principal of and interest on outstanding Series 2005A Bonds and the Taxable 
Series 2005B Bonds on the originally scheduled interest and principal payment dates including mandatory sinking fund 
redemption dates.  In the event of any acceleration of the principal of the Series 2005A Bonds and the Taxable Series 
2005B Bonds, the insured payments will be made at such times and in such amounts as would have been made had there 
not been an acceleration. 

In the event the Trustee has notice that any payment of principal of or interest on a Series 2005A Bond or 
Taxable Series 2005B Bond which has become Due for Payment and which is made to a Holder by or on behalf of the 
Obligor has been deemed a preferential transfer and theretofore recovered from its registered owner pursuant to the 
United States Bankruptcy Code in accordance with a final, nonappealable order of a court of competent jurisdiction, such 
registered owner will be entitled to payment from Ambac Assurance to the extent of such recovery if sufficient funds are 
not otherwise available. 

The Financial Guaranty Insurance Policy does not insure any risk other than Nonpayment, as defined in the 
Financial Guaranty Insurance Policy.  Specifically, the Financial Guaranty Insurance Policy does not cover:   

(a) payment on acceleration, as a result of a call for redemption (other than mandatory sinking fund 
redemption) or as a result of any other advancement of maturity. 

(b) payment of any redemption, prepayment or acceleration premium. 

(c) nonpayment of principal or interest caused by the insolvency or negligence of any Trustee, if any. 

If it becomes necessary to call upon the Financial Guaranty Insurance Policy, payment of principal requires 
surrender of the Series 2005A Bonds or the Taxable Series 2005B Bonds to the Insurance Trustee together with an 
appropriate instrument of assignment so as to permit ownership of such Series 2005A Bonds and such Taxable Series 
2005B Bonds to be registered in the name of Ambac Assurance to the extent of the payment under the Financial 
Guaranty Insurance Policy.  Payment of interest pursuant to the Financial Guaranty Insurance Policy requires proof of 
Holder entitlement to interest payments and an appropriate assignment of the Holder’s right to payment to Ambac 
Assurance. 

Upon payment of the insurance benefits, Ambac Assurance will become the owner of the Series 2005A Bond 
and the Taxable Series 2005B Bond, appurtenant coupon, if any, or right to payment of principal or interest on such 
Series 2005A Bond and the Taxable Series 2005B Bond and will be fully subrogated to the surrendering Holder’s rights 
to payment.  



 

85 

Debt Service Reserve Fund Ambac Assurance Credit Facility 

The Indenture requires the establishment of a Debt Service Reserve Fund in an amount equal to the Reserve 
Fund Requirement.  The Indenture authorizes the Obligor (as defined in the Reserve Fund Credit Facility) to obtain 
Reserve Fund Credit Facility in place of fully funding the Tax-Exempt Account and the Taxable Account of the Debt 
Service Reserve Fund.  Accordingly, application has been made to Ambac Assurance Corporation (“Ambac Assurance”) 
for the issuance of the Reserve Fund Credit Facility for the purpose of funding a portion of the respective accounts of the 
Debt Service Reserve Fund (see “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS—
Funds and Accounts Available for Debt Service” herein).  The Series 2005A Bonds and the Taxable Series 2005B 
Bonds will only be delivered upon the issuance of such Reserve Fund Credit Facility.  The premium on the Reserve 
Fund Credit Facility is to be fully paid at or prior to the issuance and delivery of the Series 2005A Bonds and the Taxable 
Series 2005B Bonds.  The Reserve Fund Credit Facility provides that upon the later of (i) one day after receipt by Ambac 
Assurance of a demand for payment executed by the Trustee certifying that provision for the payment of principal of or 
interest on the Series 2005A Bonds and the Taxable Series 2005B Bonds when due has not been made or (ii) the interest 
payment date specified in the Demand for Payment submitted to Ambac Assurance, Ambac Assurance will promptly 
deposit funds with the Trustee sufficient to enable the Trustee to make such payments due on the Series 2005A Bonds 
and the Taxable Series 2005B Bonds, but in no event exceeding the Surety Bond Coverage (as defined in the Reserve 
Fund Credit Facility). 

Pursuant to the terms of the Reserve Fund Credit Facility, the Surety Bond Coverage is automatically reduced 
to the extent of each payment made by Ambac Assurance under the terms of the Reserve Fund Credit Facility and the 
Obligor is required to reimburse Ambac Assurance for any draws under the Reserve Fund Credit Facility with interest at 
a market rate.  Upon such reimbursement, the Reserve Fund Credit Facility are reinstated to the extent of each principal 
reimbursement up to but not exceeding the Surety Bond Coverage.  The reimbursement obligation of the Obligor is 
subordinate to the Obligor’s obligations with respect to the Series 2005A Bonds and the Taxable Series 2005B Bonds. 

In the event the amount on deposit, or credited to the Debt Service Reserve Fund, exceeds the amount of the 
Reserve Fund Credit Facility, any draw on the Reserve Fund Credit Facility will be made only after all the funds in the 
Debt Service Reserve Fund have been expended.  In the event that the amount on deposit in, or credited to, the 
appropriate accounts of the Debt Service Reserve Fund, in addition to the amount available under the Reserve Fund 
Credit Facility, includes amounts available under a letter of credit, insurance policy, Reserve Fund Credit Facility or 
other such funding instrument (the “Additional Funding Instrument”), draws on the Reserve Fund Credit Facility and the 
Additional Funding Instrument will be made on a pro rata basis to fund the insufficiency.  The Indenture provides that 
the Debt Service Reserve Fund will be replenished in the following priority: (i) principal and interest on the Reserve 
Fund Credit Facility will be paid from first available Revenues; (ii) after all such amounts are paid in full, amounts 
necessary to fund the Accounts of the Debt Service Reserve Fund to the required level, after taking into account the 
amounts available under the Reserve Fund Credit Facility will be deposited from next available Net Operating Revenues.   

The Reserve Fund Credit Facility does not insure against nonpayment caused by the insolvency or negligence 
of the Trustee. 

Ambac Assurance Corporation 

Ambac Assurance Corporation (“Ambac Assurance”) is a Wisconsin-domiciled stock insurance corporation 
regulated by the Office of the Commissioner of Insurance of the State of Wisconsin and licensed to do business in 50 
states, the District of Columbia, the Territory of Guam, the Commonwealth of Puerto Rico and the U.S. Virgin Islands, 
with admitted assets of approximately $8,585,000,000 (unaudited) and statutory capital of approximately $5,251,000,000 
(unaudited) as of March 31, 2005.  Statutory capital consists of Ambac Assurance’s policyholders’ surplus and statutory 
contingency reserve.  Standard & Poor’s Credit Markets Services, a Division of The McGraw-Hill Companies, Moody’s 
Investors Service and Fitch Ratings has each assigned a triple-A financial strength rating to Ambac Assurance. 

Ambac Assurance has obtained a ruling from the Internal Revenue Service to the effect that the insuring of an 
obligation by Ambac Assurance will not affect the treatment for federal income tax purposes of interest on such 
obligation and that insurance proceeds representing maturing interest paid by Ambac Assurance under policy provisions 
substantially identical to those contained in the Financial Guaranty Insurance Policy will be treated for federal income 
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tax purposes in the same manner as if such payments were made by the Issuer of the Series 2005A Bonds and the 
Taxable Series 2005B Bonds.  

Ambac Assurance makes no representation regarding the Series 2005A Bonds and the Taxable Series 2005B 
Bonds or the advisability of investing in the Series 2005A Bonds and the Taxable Series 2005B Bonds and makes no 
representation regarding, nor has it participated in the preparation of, the Official Statement other than the information 
supplied by Ambac Assurance and presented under the heading “FINANCIAL GUARANTY INSURANCE POLICY 
AND RESERVE FUND CREDIT FACILITY.” 

Available Information 

The parent company of Ambac Assurance, Ambac Financial Group, Inc. (the “Company”), is subject to the 
informational requirements of the Securities Exchange Act of 1934, as amended (the “Exchange Act”), and in 
accordance therewith files reports, proxy statements and other information with the Securities and Exchange 
Commission (the “SEC”).  These reports, proxy statements and other information can be read and copied at the SEC’s 
public reference room at 450 Fifth Street, N.W., Washington, D.C. 20549.  Please call the SEC at 1-800-SEC-0330 for 
further information on the public reference room.  The SEC maintains an internet site at http://www.sec.gov that contains 
reports, proxy and information statements and other information regarding companies that file electronically with the 
SEC, including the Company.  These reports, proxy statements and other information can also be read at the offices of 
the New York Stock Exchange, Inc. (the “NYSE”), 20 Broad Street, New York, New York 10005.  

Copies of Ambac Assurance’s financial statements prepared in accordance with statutory accounting standards 
are available from Ambac Assurance.  The address of Ambac Assurance’s administrative offices and its telephone 
number are One State Street Plaza, 19th Floor, New York, New York 10004 and (212) 668-0340.  

Incorporation of Certain Documents by Reference 

The following documents filed by the Company with the SEC (File No. 1-10777) are incorporated by reference 
in this Official Statement: 

1. The Company’s Annual Report on  Form 10-K for the fiscal year ended December 31, 2004 and  filed on 
March 15, 2005; 

2. The Company’s Current Report on Form 8-K dated April 5, 2005 and filed on April 11, 2005;  

3. The Company’s Current Report on Form 8-K dated and filed on April 20, 2005; 

4. The Company’s Current Report on Form 8-K dated May 3, 2005 and filed on May 5, 2005; and 

5. The Company’s Quarterly Report on Form 10-Q for the fiscal quarterly period ended March 31, 2005 and filed 
on May 10, 2005. 

All documents subsequently filed by the Company pursuant to the requirements of the Exchange Act after 
the date of this Official Statement will be available for inspection in the same manner as described above in 
“Available Information.” 

PARTICIPANTS IN THE HOTEL PROJECT 

Developer 

The Developer is a newly formed Delaware limited partnership.  The general partner of the Developer is 
Hotel Investments GP, LLC, a Delaware limited liability company, whose sole member is Marathon Hotel 
Investments Holding LLC, a Delaware limited liability company (“Marathon HI Holding”).  The limited partners of 
the Developer are Marathon San Antonio Convention Hotel Partners LLC, a Delaware limited liability company 
(“Marathon”), whose sole member is Marathon HI Holding, and FaulknerUSA, L.P., a Texas limited partnership.  
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FaulknerUSA, Inc. is the controlling partner of FaulknerUSA, L.P.  Marathon Real Estate Opportunity Fund, LLC, a 
Delaware limited liability company (“Marathon REOF”) is the sole member of Marathon HI Holding, and Marathon 
Asset Management LLC, a Delaware limited liability company (“Marathon Asset Management”) is the manager of 
Marathon REOF.  The organizational structure of the Developer is subject to change in compliance with, and/or 
upon satisfaction of, certain conditions set forth in the Indenture. 

Marathon  

The following information described under this heading has been provided by Marathon REOF for use in 
this Official Statement in connection with the offering of the Series 2005 Bonds.  No representation is made by the 
Issuer, the City, the Developer, or the Underwriters as to the accuracy or completeness of the information set forth 
herein concerning Marathon REOF, and Marathon REOF makes no representation as to the accuracy or 
completeness of the other information (not related to Marathon REOF) set forth herein.  

General  

Marathon Asset Management is a global alternative investment and asset management company with 
approximately $4 billion in capital and $8 billion in assets under management.  Founded in 1998, Marathon Asset 
Management maintains its headquarters in New York City, and has offices located in London and Hong Kong.  

Marathon Asset Management’s investment management team specializes in debt in the global capital 
markets, including high yield, bank debt, distressed debt, emerging market debt, convertible bonds, special 
situations, structured finance, structured debt transactions and real estate opportunities and investments.  The 
investment management team consists of 70 professionals with a combined experience of over 600 years.  

Marathon Asset Management’s businesses include:  

• Special Opportunities  
• High Yield & Distressed Debt 
• Convertible Bond Arbitrage  
• Emerging Markets  
• Real Estate: Opportunities and Investments  
• Structured Finance: Asset Based Lending and Real Estate Finance  
• Structured Debt Transactions: CDOs, CBOs, CLOs, ABS, RMBS, CMBS  

 
Marathon Asset Management is a Registered Investment Adviser (RIA) with the Securities Exchange Commission 
(SEC), as well as a Commodity Pool Operator (CPO) and a Commodity Trading Advisor (CTA) with the 
Commodity Futures Trading Commission (CFTC) and National Futures Association (NFA) in the United States.  
Marathon’s London office is registered with the Financial Services Authority (FSA), and its Hong Kong office is 
registered with the Securities and Futures Commission (SFC).  

Real Estate Business 

Marathon REOF makes direct and/or indirect investments in real estate and real estate-related assets, 
including equity joint ventures with local owner/operators, the acquisition of existing commercial and residential 
real estate (including properties that are deemed “distressed”) and/or land for future development (which may 
include “greenfield” as well as “brownfield” sites), recapitalizations and restructurings of existing ownership 
vehicles, development transactions, net lease projects, build-to-suit leasebacks and similar investment opportunities.  
Marathon REOF acquires both income and non-income producing properties.  

The professional asset management team of Marathon REOF is highly experienced and fully dedicated to 
sourcing new opportunities, underwriting each transaction, managing the portfolio of properties and 
opportunistically disposing of the assets at the appropriate time.  The senior management team has been involved in 
real estate transactions in every major asset type of the commercial real estate sector and most of the major 
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geographical regions in the U.S. during the past 20 years.  In addition, the Marathon REOF team is able to draw 
from the firm’s plethora of investment and research professionals as necessary.  

FaulknerUSA, Inc. 

The following information described under this heading has been provided by FaulknerUSA, Inc., a 
Delaware corporation (“FaulknerUSA”) for use in this Official Statement in connection with the offering of the 
Series 2005 Bonds.  No representation is made by the Issuer, the City, or the Underwriters as to the accuracy or 
completeness of the information set forth herein concerning FaulknerUSA or the Design/Builder.   

FaulknerUSA is a Delaware corporation headquartered in Austin, Texas, and was formed to acquire 
Faulkner Construction Company, a 43-year old commercial construction company and Landmark Organization, a 
20-year old design/build and development firm.  FaulknerUSA is a nationwide provider of development, 
construction, program management, financing, and asset management services.  FaulknerUSA has extensive 
construction experience with more than 1,100 completed projects, and as Design/Builder ranks among the top 
companies of its kind in the nation.  In the last five years, FaulknerUSA has more than $2.5 billion in projects 
completed and/or in progress and is currently the leading developer of convention center hotels and conference 
centers. 

Presently, FaulknerUSA has over $1 billion in projects in development including, but not limited to, 
Denver Convention Center Headquarters Hotel, Denver Colorado; Vancouver Convention Center and Hotel, 
Vancouver, Washington; Osceola Convention Center and Hotel, Osceola County, Florida; and military housing and 
correctional/county administration projects in several locations. 

The following is a brief description of two projects currently in development, as well as one project 
recently completed by FaulknerUSA: 

Denver Hyatt Convention Center Hotel, Denver, Colorado.  This project will serve as the headquarters 
hotel for the Denver Convention Center and includes 1,100 guest rooms, and 64,000 square feet of meeting space, 
throughout 37 levels.  The project also provides parking for 600 cars.  The Denver Hyatt in downtown Denver is the 
largest hotel in the city and offers more ballroom and meeting space square footage than any other Denver hotel.  

Vancouver Convention Center and Hotel, Vancouver, British Columbia.  This project will provide the City 
with a conference center and hotel in a redevelopment area of the City.  The project includes 226 rooms, 30,000 
square feet of meeting and ballroom space.  The project also includes parking for 200 cars.  The project is expected 
to be the first hotel in the country to obtain LEED certification upon completion in June 2005. 

Hilton Austin, Austin, Texas.  This project serves as the headquarters hotel for the Austin Convention 
Center and includes 800 guest rooms, a 98-unit separate residential component called 5 Fifty Five, and 
60,000 square feet of meeting space, throughout six levels.  This project was completed in December 2003, four 
months ahead of schedule. 

In addition to the convention and hospitality industry, FaulknerUSA has substantial experience with 
development projects for governmental and private entities including schools, correctional facilities and privatized 
housing.  FaulknerUSA is the largest constructor of design/build schools in Texas, having completed 77 educational 
projects from elementary schools to college facilities.  FaulknerUSA has designed and constructed 30 correctional 
facilities consisting of more than 8,000 beds and designed and constructed the first privatized federal prison for the 
Federal Bureau of Prisons and the Immigration and Naturalization Service.  FaulknerUSA was the first company in 
the United States to joint venture with a branch of the armed forces to provide housing to military personnel. 

As of December 2004, FaulknerUSA had a net worth of $57 million and assets totaling $99 million. 
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Operator - Hyatt Corporation 

The following information described under this heading has been provided by Hyatt Corporation (“Hyatt” 
or the “Operator”) for use in this Official Statement in connection with the offering of the Series 2005 Bonds.  No 
representation is made by the Issuer, the City, the Developer, or the Underwriters as to the accuracy or completeness 
of the information set forth herein concerning Hyatt, and Hyatt makes no representation as to the accuracy or 
completeness of the other information (not related to Hyatt) set forth herein.  

The Developer anticipates contracting with Hyatt who the Developer anticipates will prepare the Hotel 
Project for opening pursuant to the Pre-Opening Services Agreement and, after opening, to manage and operate the 
Hotel pursuant to the Hotel Management Agreement.  See “OPERATION OF THE HOTEL PROJECT—Hotel 
Management Agreement and Pre-Opening Services Agreement.” 

Hyatt, headquartered in Chicago, is a Delaware corporation.  Hyatt, directly or through affiliates, manages 
substantially all Hyatt hotels located in the United States and the island nations of the Caribbean and provides 
operational support to all Hyatt hotels in Canada.  Hyatt International Corporation, a separate company, operates 
hotels elsewhere in the world. 

The first Hyatt hotel opened in 1957.  As of April 1, 2005, there were 213 Hyatt hotels and resorts around 
the world, with over 93,000 rooms in the United States, Canada and 43 other countries.  An additional 34 hotels 
were under development.  Hyatt operates premier hotel properties in major and secondary convention markets in the 
United States.  These markets include New York, Chicago, San Diego, San Francisco, Atlanta, New Orleans, Dallas, 
Washington, D.C., Houston, and Phoenix.  Hyatt has extensive experience as an operator of convention hotels and 
ranks among the top two brands nationwide in its presence in first tier convention markets.  Approximately 50% of 
Hyatt’s room inventory is in convention hotels with an aggregate business mix of approximately 55% group and 
45% transient.   

The following is a list of all Hyatt hotels within the United States: 

Location Rooms Location Rooms 

Hyatt Regency Chicago 2,019 Hyatt Regency St. Louis 550 
Manchester Grand Hyatt San Diego* 1,625 Grand Hyatt Denver 540 
Grand Hyatt New York* 1,336 Hyatt Regency Irvine 536 
Hyatt Regency Atlanta 1,279 Hyatt Regency Minneapolis* 534 
Hyatt Regency New Orleans* 1,184 Hyatt Regency Sacramento* 532 
Hyatt Regency Dallas* 1,123 Hyatt Regency Long Beach* 521 
Hyatt Regency O’Hare 1,099 Hyatt Regency Tampa 517 
Hyatt Regency Jacksonville 966 Hyatt Regency Cincinnati* 500 
Hyatt Regency Houston* 958 Hyatt Regency Indianapolis* 496 
Grand Hyatt Washington* 891 Hyatt Regency Baltimore* 487 
Hyatt Regency Washington 834 Hyatt Regency Los Angeles 487 
Hyatt Regency DFW Airport 811 Hyatt Regency Milwaukee* 484 
Hyatt Regency San Francisco* 803 Hyatt Regency Austin* 448 
Hyatt Regency McCormick Place* 800 Grand Hyatt Seattle* 425 
Hyatt Regency San Francisco Airport 793 Hyatt Regency Albuquerque* 405 
Hyatt Regency Dearborn 771 Hyatt Regency Buffalo* 400 
Hyatt Regency Crown Center* 731 Hyatt Regency Louisville* 388 
Hyatt Regency Phoenix* 711 Hyatt Regency Lexington* 365 
Grand Hyatt San Francisco* 693 Hyatt Regency Calgary* 355 
Hyatt Regency Crystal City 685 Hyatt Regency Rochester* 337 
Hyatt Regency Vancouver 644 Hyatt Regency Greenville 329 
Hyatt Regency San Antonio*(1) 632 Hyatt Regency Wichita* 303 
Hyatt Regency Columbus* 631 The Hyatt Lodge at McDonald’s campus 218 
Hyatt Regency Miami* 615  _____ 
    
  Total Conference and Convention Rooms 32,791 
    
    
    
    
    
_______________________________    
* Supports convention center    
(1) Ownership of the Hyatt Regency San Antonio has requested private arbitration in accordance with its hotel management agreement with Hyatt 

relating to Hyatt’s management of the Hotel Project.  See “LITIGATION AND ARBITRATION – Arbitration Request by Hyatt Regency San 
Antonio.” 
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Each Hyatt property has a full sales staff responsible for its own business development and maintenance.  
Hotel and resort sales staff consists of a director of sales and sales managers specifically responsible for key markets 
such as the travel industry, conventions, small meetings, corporate and incentive sales.  In addition, there are 
approximately 22 sales offices in cities throughout the U.S. that target new business in their regions and generate 
sales for the overall system.  Major domestic sales offices are located in New York, Chicago, New Jersey, Omaha 
and Washington D.C.  Major international sales offices are located in London, Munich and Tokyo.  Satellite sales 
offices are located in twelve additional U.S. cities. 

Hyatt’s National Sales Force (“NSF”) employs contract management strategies to build business for each 
Hyatt property.  It provides a single customer contact to clients in the U.S. and abroad.  Hyatt, using the principles of 
contract management, maintains strong and broad based business relationships with thousands of companies and 
organizations across the country, serving these clients at the corporate and local levels.  Currently, approximately 74 
sales professionals are deployed nationally by account.  The room night production from the NSF in 2004 was 
approximately 40% of Hyatt’s total business.  For large convention hotels this production was approximately 50% to 
60% of total business.  

Hyatt’s group sales force specifically markets services for meetings and conventions, including 
professional meeting and incentive trade advertising and marketing promotions of key industry trade shows.  The 
group sales force markets various branded meeting programs, services and marketing communications, including 
Hyatt Meeting Connection, Hyatt Meeting Concierge and Hyatt Meeting Dividends.  These programs simplify the 
meeting planning process, provide on-site meeting assistance and service and reward meeting planners for their 
business utilizing the Gold Passport infrastructure hereinafter discussed.  Hyatt additionally advertises and directly 
markets to the professional, full time meeting and convention planner.  Hyatt’s website includes a site specifically 
designed for meeting planners.  

Hyatt maintains a worldwide reservations center in Omaha, Nebraska that operates 365 days a year to 
provide immediate confirmation of reservations at any Hyatt hotel or resort.  Hyatt has a special group desk at 
Omaha to locate and book new group business.  The Omaha group desk and telemarketing office provides the ability 
to book multiple meetings in a single call.  Omaha also serves as a telemarketing center soliciting thousands of 
short-term potential group accounts and producing leads for Hyatt hotels.  The Hyatt Central Reservation System 
(the “CRS”) averages approximately 27,500 calls per day Monday through Friday and averages approximately 
11,500 calls per day on the weekend.  In 2004, 40% of all of Hyatt’s room sales were derived through the CRS, 
while the industry average is between 20% to 25%.  

Hyatt started its frequent traveler program in 1987 and today there are over six million members 
worldwide.  Approximately 450,000 new members are added to the program each year.  The average stay is 
approximately 2.5 nights and generates over $1,300 in revenue per member each year.  The Gold Passport members 
represent Hyatt’s most active guests, accounting for approximately 20% of all Hyatt room nights and approximately 
25% of revenue.  In addition to earning free nights at Hyatt hotels, Gold Passport members can redeem their points 
with Hyatt’s Gold Passport travel partners, which include 32 airlines worldwide, Avis Rent-a-Car, and hotel partners 
Hawthorn Suites and AmeriSuites. 

Architect - Gensler 

The following information described under this heading has been provided by M. Arthur Gensler, Jr. & 
Associates, Inc., a California corporation (“Gensler”) for use in this Official Statement in connection with the 
offering of the Series 2005 Bonds.  No representation is made by the Issuer, the City, the Developer, or the 
Underwriters as to the accuracy or completeness of the information set forth herein concerning Gensler, and Gensler 
makes no representation as to the accuracy or completeness of the other information (not related to Gensler) set forth 
herein.  

Gensler will be engaged by the Design/Builder pursuant to the terms of an agreement for design, 
architectural, and engineering services.   

Gensler offers various services to its clients including strategic consulting, planning and urban design, 
building architecture/interior design, building design consultation, tenant development, retail 
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architecture/design/rollout, rollout program management, product strategy/design, branding/graphic design, facility 
management support, and information management consultation.   

Gensler previously served as the architect of record for the Hilton Americas in Houston, Texas, the largest 
hotel in Houston, which opened in December 2003 as Houston’s convention center hotel.  In addition, the firm has 
worked on other hospitality projects including Gaylord National Resort & Convention Center in Prince George’s 
County, Maryland opening in 2008; The Woodlands Marriott Riverwalk Hotel and Convention Center at The 
Woodlands, Texas in 2003; The Uptown Intercontinental Hotel and Conference Center in Houston, Texas in 2003; 
Eagle Lodge at Mammoth Mountain in California; Marriot’s final phase of Waiohai Beach Club in Kauai, Hawaii; 
the Beverly Hilton Hotel in Beverly Hills, California; and as lead architect for the Grand Hotel Ankara, in Ankara, 
Turkey.  

Gensler, founded in San Francisco, California, in 1966, has 30 offices across the United States, and in 
Amsterdam, London, Shanghai, and Tokyo, with over 1,875 employees.  Gensler’s 2004 Annual Report noted total 
revenues of $264 million.  Its peers voted Gensler Contract magazine’s “Most Admired Firm” in 2004.  The firm 
also won the Architecture Firm Award of the American Institute of Architects in 2000. 

CONSTRUCTION OF THE HOTEL PROJECT 

Project Agreement 

The following summarizes certain limited provisions of the Project Agreement between the City and the 
Developer.  Reference is made to the Project Agreement for the detailed provisions thereof.  Further, capitalized 
terms to this Summary of the Project Agreement which are not defined herein will have the meaning assigned to 
such terms in the Project Agreement, and in the event of any conflicts between any definitions used in this summary 
and the definitions in the Project Agreement, the provisions of the Project Agreement will control. 

General 

The City and the Developer are executing and entering into the Project Agreement, effective as of the 
Closing Date (the “Effective Date”), to set forth certain terms, conditions and provisions pursuant to which the 
Developer will design, develop, construct, furnish and open, or cause to be designed, developed, constructed, 
furnished and opened, the Hotel Project Improvements at and within the Leased Premises, the Riverwalk 
Improvements at and within the Adjacent Riverwalk Improvement Sites, and the Public Right-of-Way 
Improvements at and within the area designated in the Project Agreement. 

Term 

The term of the Project Agreement commences on the Effective Date and, except as otherwise expressly 
provided therein, expires on the later of (i) the date that Final Completion occurs or (ii) 973 calendar days after the 
Effective Date, as such date may be extended pursuant to and in accordance with the extension provisions specified 
in the Project Agreement (the “Project Completion Deadline”). 

Hotel Project Improvements 

Pursuant to the Project Agreement, the Developer is obligated to design, develop, construct, furnish, and 
open the Hotel Project Improvements at and within the Leased Premises and in accordance with the Project 
Agreement and all applicable Governmental Rules, all at the Developer’s sole cost, risk and expense.  The Hotel 
Project Improvements include the following: (i) the Hotel, consisting of a premier, full service convention center 
headquarters hotel having at least 1,000 rooms, approximately 81,268 square feet of meeting space with 
approximately 32,700 square feet of grand ballroom and approximately 21,600 square feet of junior ballroom space, 
a below ground level parking garage with at least 1,000 parking spaces (subject to reduction as permitted in the 
Project Agreement); (ii) the Riverwalk Improvements, including, but not limited to, a pedestrian bridge across the 
San Antonio River connecting the portion of the Convention Center on the west side of the Riverwalk to the Hotel 
Project Improvements, a paved and landscaped patio area adjacent to the Riverwalk, (iii) the Public Right-of-Way 
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Improvements, including but not limited to, certain public right-of-way improvements, (iv) the Temporary Facilities, 
including but not limited to, installation of fencing and temporary loading docks and certain other temporary 
improvements, (v) the Existing City Parking Garage and all other Improvements located on, within or above the 
Site, the paving, pedestrian bridge and related Riverwalk area improvements located on the Premises as of the 
Effective Date and any other Improvements located on the Premises as of the Effective Date (the “Existing 
Improvements”) but only to the extent not demolished or removed in accordance with the terms of the Project 
Agreement, and (vi) any and all Improvements of any kind whatsoever appurtenant thereto or comprising a part of any 
of the same and all appurtenances and amenities relating to any of the same. 

In addition, on or before the Project Completion Deadline, Developer will, at Developer’s sole cost, risk 
and expense, realign and pave the Existing Bowie Street ROW.  Developer will be responsible for relocating the bus 
stop presently operated by VIA Metropolitan Transit Authority at the corner of Bowie and East Market Street, at its 
sole cost and expense to the extent required.  Except as otherwise provided in the Project Agreement or the other 
Project Documents, Developer will not be responsible for any costs, charges or impositions for improvements or 
infrastructure of any kind or nature which are not located on or within the Premises in connection with the Hotel 
Project Improvements; provided, however, Developer, at its cost, will be responsible for (i) construction of all 
sidewalks located on the Premises or within any street rights-of-way adjoining the Premises, (ii) causing all utilities 
and utility facilities (including drainage, water and sanitary sewer facilities) to be brought and connected to the 
Hotel Project Improvements, (iii) the relocation of all Existing Lines as provided in the Project Agreement, 
regardless of whether such utility lines or other lines are located upon or service Premises, the Hotel Project 
Improvements or other Improvements or Property, (iv) the Temporary Facilities and all costs related thereto, and 
(v) Public Right-of-Way Improvements and all costs related thereto.  Developer will be responsible for payment of 
(i) all costs and fees payable to any Governmental Authority in connection with the Hotel Project Improvements, 
including the costs of all building permits, platting and zoning fees, street closure fees and obtaining all necessary 
Governmental Authorizations and (ii) all normal and customary impact fees, tap or meter fees, connection charges 
and any similar charges or fees relating to the utilities servicing the Hotel Project Improvements.  Developer will 
install, or cause to be installed, at no cost to the City, all appropriate street lights, traffic lights and public street 
signage, required by the City in the performance of its Governmental Function in connection with the Donated 
Improvements and as otherwise required for the Hotel Project Improvements. 

Approval 

Developer must obtain prior written confirmation or Approval or Consent of the City or the City 
Representative, as applicable and as provided in the Project Agreement, of the following: (1) Hotel Project 
Improvements Specifications, (2) Hotel Project Improvements Schematics, (3) Hotel Project Improvements 
Drawings, (4) Hotel Project Improvements Plans, (5) Hotel Project Improvements Construction Contract, (6) Hotel 
Project Improvements Contractor, (7) Design Assistance and Pre-Opening Services Agreement, (8) Hotel Project 
Improvements Architect and Hotel Project Improvements Design Contract, and (9) the termination of Construction 
Documents.   

Insurance 

Prior to the commencement of any Hotel Project Improvements Work and at all times during the 
performance of such Hotel Project Improvements Work and until Developer has satisfied the requirements of the 
Project Agreement with respect to achieving Substantial Completion and delivery of a Substantial Completion 
Certificate, Developer will, at its sole cost and expense, obtain, keep and maintain or cause to be obtained, kept and 
maintained, (1) a builder’s “all risk” insurance policy affording coverage of the Hotel Project Improvements Work, 
whether permanent or temporary, the Hotel Project Improvements, and all Insured Materials and Equipment related 
to the Hotel Project Improvements Work and located on the Premises and all Contractors’ Equipment, related to the 
Hotel Project Improvements Work and (2) an installation floater insurance policy for all Insured Materials and 
Equipment related to the Hotel Project Improvements Work located other than on the Premises, each against loss or 
damage due to Insured Casualty Risks and such other perils covered by the broadest form of extended coverage 
insurance generally available on commercially reasonable terms from time to time.  In addition, the Developer must 
obtain other forms of insurance as required by the Project Agreement. 
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Construction Contract 

In the Project Agreement, the Developer has agreed to cause the Hotel Project Improvements Construction 
Contract to (i) cover all of the Hotel Project Improvements Work through Final Completion (other than the services 
provided by the Operator pursuant to the Design Assistance and Pre-Opening Services Agreement), (ii) provide for a 
fixed price for all such work in an amount no greater than $227,500,000, (iii) require Substantial Completion to be 
achieved on or before the Expected Completion Date, without extension or delay for force majeure (except as 
otherwise provided in the Hotel Project Improvements Construction Contract which has been Approved by the City 
Representative pursuant to the Project Agreement), (iv) require the Hotel Project Improvements Construction 
Contractor to pay the contractor daily delay damages required pursuant to the terms of the Project Agreement to the 
Trustee for each day during any period of delay after the Expected Completion Date (except as otherwise provided 
in the Hotel Project Improvements Construction Contract which has been Approved by the City Representative 
pursuant to the Project Agreement), (v) be bonded by a Qualified Surety pursuant to statutory payment and 
performance bonds which have been Approved by the City Representative, such Approval not to be unreasonably 
withheld naming the City as co-obligee (collectively, the “Hotel Project Improvements Construction Contract 
Bond”), and (vi) require that upon Substantial Completion, the Hotel Project Improvements Contractor will pay to 
the Trustee an amount at least equal to 2½ times the cost to complete the Hotel Project Improvements Work in order 
to achieve Final Completion, plus $150,000.  To accomplish this, the Developer has entered into the Design/Build 
Agreement with the Design/Builder (See “CONSTRUCTION OF THE HOTEL PROJECT—Design/Build 
Agreement”). 

The Developer will not do or permit others to do any Hotel Project Improvements Work, (i) prior to the 
Effective Date, (ii) unless and until Developer will have first procured and paid for all Governmental Authorizations 
then required for the work being performed, including any Approval or Consent required from or by HDRC, 
(iii) unless and until Developer will have submitted the Hotel Project Improvements Schematics, the Hotel Project 
Improvements Drawings, the Hotel Project Improvements Plans and the Hotel Project Improvements Construction 
Contract for Approval pursuant to the terms of the Project Agreement, as and if required, (iv) unless and until 
Developer will have delivered to the City Representative evidence of its compliance with the requirements with 
respect to Construction Documents provided for in the Project Agreement, including those provided above, and (v) 
unless and until Developer is in compliance with all Insurance Covenants.  All such Hotel Project Improvements 
Work will be (a) prosecuted with due diligence and completed with all reasonable dispatch in accordance with the 
terms of the Project Agreement, (b) constructed and performed in a good and workmanlike manner in accordance 
with standard construction practices for construction, repair, renewal, renovation, demolition, rebuilding, addition or 
alteration, as the case may be, of Improvements similar to the Hotel Project Improvements, (c) constructed and 
performed using qualified workers and subcontractors in accordance with the terms of the Project Agreement, (d) 
constructed and performed in accordance with all applicable Governmental Rules, the requirements of the Project 
Agreement, the requirements of HDRC and the requirements, rules and regulations of all insurers of the Premises 
and the Hotel Project Improvements, and (e) subject to the terms of the Project Agreement, free of any Liens other 
than any Leasehold Mortgage permitted pursuant to the Ground Lease.   

Completion 

The Developer is obligated to cause the Hotel Project Improvements to be substantially completed and a 
certificate evidencing same to be delivered by the Project Completion Deadline, subject only to the Developer’s 
ability to extend the Project Completion Deadline pursuant to the Project Agreement.  On or before the date that is 
180 days after Substantial Completion, the Developer is obligated to cause Final Completion of the Hotel Project 
Improvements to occur and deliver a written certificate to the City Representative evidencing the same. 

In the event that on the date which is the then current Project Completion Deadline, Developer has failed to 
satisfy the requirements of the Project Agreement with respect to achieving Substantial Completion and delivery of 
a Substantial Completion Certificate, Developer will have the right and option, by delivering Notice to the City on 
or before 11:59 p.m. Central Time on the date which is the then current Project Completion Deadline, to extend the 
then current Project Completion Deadline to the date which is the first to occur, after the then current Project 
Completion Deadline of the 15th  of such calendar month or the last day of such calendar month (each such 
extension being a “Project Completion Deadline Extension Period”); provided, however that (i) the aggregate of all 
Project Completion Deadline Extension Periods will not exceed 28 months plus the period of delay caused by or 
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attributable, but only to the extent of Force Majeure (such period being a “Force Majeure Delay Period”) which does 
not exceed 24 months in the aggregate (except that a  Force Majeure Delay Period may result in an extension of the 
Project Completion Deadline beyond such 24 month limit to the extent, and only to the extent, such Force Majeure 
Delay Period is the result of (x) an act of terrorism or a natural disaster that destroys all or substantially all of the 
Hotel Project Improvements or (y) a City Governmental Authorization  Delay, in either case so that the requirements 
of Substantial Completion of the Project Agreement cannot be satisfied within such 24 month limit)(the “Outside 
Project Completion Deadline”), (ii) notwithstanding the foregoing, in the event that prior to the conclusion of a 
Project Completion Deadline Extension Period, the Developer satisfies the requirements set forth in the Project 
Agreement with respect to achieving Substantial Completion and delivery of a Substantial Completion Certificate, 
then the Project Completion Deadline Extension Period will conclude as of the date upon which the Developer has 
satisfied such requirements of Substantial Completion set forth in the Project Agreement, and (iii) as a condition 
precedent to any extension of the Project Completion Deadline for each Project Completion Deadline Extension 
Period, all of the following requirements will have been satisfied (a) the Developer must have diligently prosecuted 
the achievement of Substantial Completion in accordance with the terms of the Project Agreement since the Lease 
Commencement Date except to the extent (i) as a result of a Force Majeure Delay Period or (ii) caused by a default 
by the Hotel Project Improvements Contractor under the Hotel Project Improvements Construction Contract, (b) 
failure to achieve Substantial Completion must be reasonably susceptible to cure such that Developer can achieve 
Substantial Completion on or before the Outside Project Completion Deadline, (c) Developer will have made all 
payments of Extension Liquidated Damages, calculated in accordance with the Project Agreement, and further 
described in the Project Agreement for all prior Project Completion Deadline Extension Periods, and (d) in the event 
of any extension of the Project Completion Deadline which will result in Substantial Completion occurring on a date 
which is 6 calendar months after the Expected Completion Date, Developer will have provided the City and, during 
the Bond Insurance Period only, the Bond Insurer, a written completion plan detailing the measures (such as 
increasing workforce) that Developer will implement to achieve Substantial Completion as soon as practicable (the 
“Developer Remedial Plan”).  

In the event that Developer will exercise its right to extend the Project Completion Deadline pursuant to the 
Project Agreement and the funds on hand in the Debt Service Fund as of the commencement of any Project 
Completion Deadline Extension Period are not sufficient to pay the Debt Service then coming due on the next 
occurring Debt Service Payment Date (the amount of such insufficiency being the “Debt Service Payment 
Shortfall”), then Developer will be required to pay, as liquidated damages and not as a penalty, to the Trustee on or 
before the conclusion of such Project Completion Deadline Extension Period, for deposit into the Debt Service 
Fund, an amount equal to (i) the Debt Service Payment Shortfall multiplied by (ii) a fraction, the numerator of which 
will be the period of time comprising the Project Completion Deadline Extension Period in question and the 
denominator of which will be the number of days between the commencement of the Project Completion Deadline 
Extension Period in question and the next occurring Debt Service Payment Date (the “Extension Liquidated 
Damages”).   

In the event of a suspension of the construction of the Hotel Project Improvements by Developer for 
(A) longer than 60 consecutive days or (B) 120 calendar days in any 365 day period for any reason other than 
(i) Excusable Developer Delay, (ii) Quiet Days pursuant to the protocol established in the Project Agreement, or 
(iii) a Project Completion Deadline Extension Period (either such occurrence being a “Cessation of Work”) then, 
within 60 calendar days of Developer’s receipt of Notice from the City informing Developer that a Cessation of 
Work has occurred, Developer will submit to the City a written completion plan in accordance with the requirements 
of the Project Agreement. 

Regardless of the existence or absence of references to Excusable Developer Delay in the Project 
Agreement, the deadlines and time periods within which Developer must fulfill the obligations of Developer in the 
Project Agreement (other than the Project Completion Deadline) will each be adjusted as appropriate to include 
Excusable Developer Delay Periods; provided, however, that (i) the obligation to pay any sums as and when due 
pursuant to the terms of the Project Agreement is not subject to adjustment or extension due to Excusable Developer 
Delay and (ii) Developer complies with the requirements of the Excusable Developer Delay provisions.  Upon the 
occurrence of any Developer Delay, the Developer will endeavor to continue to perform its obligations under the 
Project Agreement so far as reasonably practicable.  Toward that end, the Developer has agreed that it will make all 
reasonable efforts to prevent and reduce to a minimum and mitigate the effect of any Developer Delay occasioned 
by an Excusable Developer Delay and will diligently and continuously use its commercially reasonable efforts to 
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ensure resumption of performance of its obligations under the Project Agreement after the occurrence of any 
Excusable Developer Delay.   

Environmental Remediation 

Developer’s decision to undertake the Project is based upon the terms and conditions of the Project 
Agreement and Developer’s own independent evaluation and inspection of the Project and the Premises.  Developer 
has accepted the Developer’s Risks. 

Upon commencement of the construction of the Hotel Project Improvements Work, the Developer will be 
responsible for performing or causing to be performed, and for paying the cost of performing, any and all removal or 
corrective or remedial actions required by applicable Governmental Rules to be performed in connection with or as a 
result of the construction of the Hotel Project Improvements or the use or operation of the Premises or the Hotel 
Project Improvements pursuant to the terms of the Ground Lease with respect to any Environmental Event or any 
Contaminated Materials or state historical or archeological landmarks (including any state archeological landmarks 
as such term is used in Chapter 191 of the Texas Natural Resource Code, or any successor statute thereto) present in, 
on or under the Premises, except to the extent of an Environmental Event (i) caused directly by the City or its 
Related Parties, (ii) first occurred from and after the Lease Commencement Date, and (iii) was not caused by 
Developer or its Related Parties (“Developer’s Remedial Work”). 

Donated Improvements 

The Developer has agreed in the Project Agreement that it will donate and convey the Donated 
Improvements to the City, subject to certain limited exceptions, free and clear of all liens and other security 
interests.  Prior to entering into any Construction Document relating to the Donated Improvements or the Donated 
Improvements Work, or any part thereof, for which the Developer intends or desires to seek reimbursement as part 
of the Total Reimbursable Net Wage Cost Increase Amount pursuant to the prevailing wage statute provisions of the 
Project Agreement, the Developer will comply with, and provide the City with evidence reasonably acceptable to 
the City (in such detail to permit the City to confirm such compliance) that Developer has fully complied with, all of 
the requirements of (a) the Procurement Statute (in the same manner as would be required of the City had the City 
procured such Construction Document), (b) the worker’s compensation insurance provisions of Section 406.096 of 
the Texas Labor Code, (c) the provisions of Section 2254 of the Texas Government Code with regard to the 
procurement of professional services, and (d) the provisions of Section 2253 of the Texas Government Code. 

Public Parking Spaces Buy-Down Option 

On or before the Effective Date and provided that the Developer has paid to the City an amount equal to 
$2,500,000, as a donation to the City for the unrestricted use by the City as the City may elect in its sole discretion, 
the Developer will have the option (the “Public Parking Spaces Buy-Down Option”), in its sole discretion and upon 
delivery of notice to the City, to reduce the total number of parking spaces in the Hotel Parking Garage from 1,000 
parking spaces to 750 parking spaces and to reduce the total number of parking spaces comprising the Public 
Parking Spaces from 500 parking spaces to 250 parking spaces in exchange for such payment to the City.  In the 
event that Developer fails to exercise the Public Parking Spaces Buy-Down Option on or before the Effective Date 
in accordance with the Project Agreement, then the Public Parking Spaces Buy-Down Option will automatically 
terminate and be of no further force and effect. 

Residential Condominiums 

The Guarantor has proposed to the City that the Guarantor, or an entity approved by the City (the “Condo 
Developer”) develop residential condominiums in the air space above the Hotel Project Improvements (the 
“Residential Condominiums”).  The City would like to enter into negotiations with the Condo Developer to explore 
the possibility of structuring a transaction acceptable to the City that would allow the development of the Residential 
Condominiums.  The Developer has consented to the City entering into negotiations with the Condo Developer for 
the development of the Residential Condominiums and the City and the Developer have agreed to enter into 
negotiations with the Condo Developer and, during the Bond Insurance Period only, the Bond Insurer regarding 
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amendments to the Project Documents that may be necessary to allow the development and financing of the 
Residential Condominiums.  Notwithstanding the foregoing, the City has not agreed to any structure or terms of any 
transaction that would allow the development of the Residential Condominiums and will have no obligation to agree 
to any terms, or liability for failure to agree to the terms, of any transaction that would allow the development of the 
Residential Condominiums. 

Further, nothing in the Project Agreement is intended to create, nor does it create, a binding contract 
between the City, Developer and the Condo Developer, or a duty on any of them to negotiate in good faith. 

No Transfers 

In the Project Agreement, the Developer has agreed that it will not (i) sell, assign, transfer, sublease, 
license, or otherwise dispose of the Project Agreement, or any interest therein or thereunder, (ii) mortgage, pledge, 
encumber, or otherwise hypothecate the Project Agreement or any interest therein or thereunder, including a 
Leasehold Mortgage, or (iii) in any other manner transfer or convey any right, title, interest or estate in or under the 
Project Agreement or to any portion or all of the Hotel Project Improvements except as expressly permitted pursuant 
to the terms of the Ground Lease as to Leasehold Mortgagees and Transfers.  No Leasehold Mortgagee will be 
bound by any material modification of the Project Agreement unless such modification is Consented to by the 
Leasehold Mortgagee pursuant to the terms of the Project Agreement.  The City has no right to terminate the Project 
Agreement unless the City has delivered Notice to every Leasehold Mortgagee pursuant to the terms of the Project 
Agreement. 

Developer Default 

The Project Agreement provides that the occurrence of any of the following will be an “Event of Default” 
by the Developer or a “Developer Default”: 

(a) the failure of the Developer to pay to the City any amounts when due and 
payable under the Project Agreement, including the payment of the Extension Liquidated 
Damages, if such failure continues for ten calendar days following Notice from the City to the 
Developer that such amount was not paid when due;  

(b) the failure of the Developer to achieve Substantial Completion on or before the 
Project Completion Deadline;  

(c) the failure of the Developer to perform any Insurance Covenant if such failure is 
not remedied within five calendar days after the City gives Notice to the Developer of such failure;  

(d) any breach by the Developer of certain provisions of the Project Agreement 
restricting assignments, transfers or mortgages of the Project Agreement by the Developer if such 
breach continues for 15 calendar days after the City gives Notice to the Developer of such breach;  

(e) the failure of the Developer to pay the Hotel Project Improvements Costs when 
due and payable under the Construction Documents if such failure continues for ten calendar days 
after the City gives notice to the Developer of such failure, subject to Developer’s right to contest 
the payment of any such costs in accordance with the Project Agreement;  

(f) any termination of the Hotel Project Improvements Construction Contract 
without the Consent of the City unless pursuant to a right of termination based upon the existence 
of any event of default thereunder;  

(g) the failure of the Developer to keep, observe or perform any terms, covenants, or 
agreements in the Project Agreement on the Developer’s part to be performed (other than those 
described in clauses (a), (b), (c), (d), (e), or (f) above) if: (i) such failure is not remedied by the 
Developer within 30 calendar days after notice from the City of such default or (ii) in the case of 
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any such default which cannot with due diligence and good faith be cured within 30 calendar days, 
the Developer fails to commence to cure such default within 30 calendar days after such default, 
or the Developer fails to prosecute diligently the cure of such default to completion within such 
additional period as may be reasonably required to cure such default with diligence and in good 
faith; it being intended that, in connection with any such default which is not susceptible of being 
cured with due diligence and in good faith within 30 calendar days but is otherwise reasonably 
susceptible to cure, the time within which the Developer is required to cure such default will be 
extended for such additional period as may be necessary for the curing thereof with due diligence 
and in good faith;  

(h) any representation or warranty confirmed or made in the Project Agreement or 
in any other Project Document (other than the Guaranty) by the Developer will be found to have 
been incorrect in any material respect when made or deemed to have been made and the same is 
not corrected within 15 calendar days after the City gives notice to Developer of the same;  

(i) if any Tenant Default (as defined in the Ground Lease) will have occurred under 
the Ground Lease and remain uncured after the elapse of the applicable notice and cure periods 
provided for under the terms of the Ground Lease; or 

(j) The (1) filing by Developer of a voluntary petition in bankruptcy; 
(2) adjudication of Developer as a bankrupt; (3) approval as properly filed by a court of competent 
jurisdiction of any petition or other pleading in any action seeking reorganization, rearrangement, 
adjustment or composition of, or in respect of Developer under the United States Bankruptcy Code 
or any other similar state or federal law dealing with creditors’ rights generally; (4) Developer’s 
assets are levied upon by virtue of a writ of court of competent jurisdiction; (5) insolvency of 
Developer; (6) assignment by Developer of all or substantially of their assets for the benefit of 
creditors; (7) initiation of procedures for involuntary dissolution of Developer, unless within 90 
calendar days after such filing, Developer causes such filing to be stayed or discharged; 
(8) Developer ceases to do business as an ongoing enterprise; and (9) appointment of a receiver, 
trustee or other similar official for Developer, or Developer’s property, unless within 90 calendar 
days after such appointment, Developer causes such appointment to be stayed or discharged.  

City Default 

The Project Agreement provides that the failure of the City to substantially perform or substantially observe 
the obligations, covenants, or agreements to be performed by the City under the Project Agreement within 60 
calendar days after Notice from the Developer of such failure will be an “Event of Default” by the City or a “City 
Default” thereunder; provided, however, that if such performance cannot reasonably be accomplished within such 
60 calendar day period, then no Event of Default will occur unless the City fails to commence such performance or 
observance within such 60 calendar day period and fails to diligently prosecute such performance or observance to 
conclusion thereafter; provided further, however, that if such performance has not been accomplished within 120 
days after notice from the Developer to the City of such failure (notwithstanding the City’s diligent prosecution of 
its curative efforts), then same will constitute an Event of Default thereunder. 

Remedies 

The Project Agreement provides that, subject to certain rights of the Leasehold Mortgagee as set forth in 
the Project Agreement, including the right to cure Developer Defaults, upon the occurrence of a Developer Default 
or City Default, the non-defaulting party, in addition to its other remedies at law or in equity, will have the right to 
give the defaulting party Notice (a “Final Notice”) of the non-defaulting party’s intention to terminate the Project 
Agreement after the expiration of a period of 30 calendar days from the date such Final Notice is delivered unless 
the Event of Default is cured, and upon expiration of such 30 calendar day period, if the Event of Default is not 
cured, the Project Agreement and the other Project Documents will terminate without liability to the non-defaulting 
party.  If, however, within such 30 day period the defaulting party cures such Event of Default, then the Project 
Agreement and the other Project Documents will not terminate by reason of such Final Notice.  Notwithstanding the 
foregoing, in the event there is a legal action or proceeding pending or commenced between the parties with respect 
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to the particular Event of Default covered by such Final Notice, the foregoing 30 day period will be tolled until a 
final non-appealable judgment or award, as the case may be, is entered with respect to such action or proceeding. 

Upon the occurrence of a Developer Default, the City will be entitled to, in its sole and absolute discretion, 
pursue any one or more of the remedies as may be specified under the Ground Lease but without duplication of 
recovery. 

Each right or remedy of the City and the Developer is cumulative of and is in addition to every other right 
or remedy provided in the Project Agreement or any other Project Document.  The exercise of any one or more 
remedies provided in the Project Agreement or any other Project Document will not preclude the exercise of any or 
all other rights or remedies under the Project Agreement or any other Project Document or existing at law or in 
equity, by statute or otherwise. 

Non-Appropriation 

The obligations of the City (so long as the City or a political subdivision of the State of Texas is the “City” 
under the Project Agreement) under the Project Agreement which require an expenditure or the payment of money is 
subject to an Appropriation and accordingly (a) will constitute a current expense of the City in the Fiscal Year in 
which an obligation applies and (b) will not constitute an indebtedness of the City within the meaning of any 
Governmental Rule.  Nothing in the Project Agreement will constitute a pledge by the City (so long as the City or a 
political subdivision of the State of Texas is the “City” under the Project Agreement) of any funds, other than funds 
designated pursuant to lawful appropriations from time to time, to pay any money or satisfy any other obligation 
under any provision of the Project Agreement. 

Prevailing Wage Provisions  

As of the date of this Official Statement, an Existing Prevailing Wage Suit is pending against the City.  See 
“LITIGATION AND ARBITRATION – Prevailing Wage Litigation” for a description of the Existing Prevailing 
Wage Suit.  Upon the occurrence of a Prevailing Wage Triggering Event, the Parties will fully comply, and the 
Developer will cause the Hotel Project Improvements Contractor to comply, with the Prevailing Wage Rate Act, and 
only in such event will the provisions of the Project Agreement as to compliance with the Prevailing Wage Rate Act 
be applicable.  The provisions of the Prevailing Wage Rate Act are expressly made a part of the Project Agreement 
as of the Effective Date.  A schedule of the general prevailing rate of per diem wages as of the Effective Date in the 
City for each craft or type of workman needed to perform under the Project Agreement is included within the Project 
Agreement.  Further, the Developer will forfeit as a penalty to the City the amount of $60.00 for each laborer, 
workman, or mechanic employed, for each calendar day, or portion thereof, that such laborer, workman or mechanic 
is paid less than the said stipulated rates for any work done under the Project Agreement by the Developer, whether 
by Developer or any subcontractor (of any tier), including the Hotel Project Improvements Contractor.  The 
establishment of prevailing wage rates pursuant to the Prevailing Wage Rate Act will not be construed to relieve the 
Developer from its obligation under any Governmental Rule regarding the wages to be paid to or hours worked by 
laborers, workmen or mechanics insofar as applicable to the work to be performed under the Project Agreement. 

City Reimbursement Obligation 

Following the occurrence of a Prevailing Wage Triggering Event, the City agrees, in accordance with the 
provisions of the Project Agreement, to reimburse the Developer in an amount (the “Total Reimbursable Net Wage 
Cost Increase Amount”) equal to the lesser of (i) the Available Reimbursement Funds and (ii) the Demonstrated Net 
Wage Cost Increase.  The Developer will acknowledge that the Total Reimbursable Net Wage Cost Increase 
Amount may be reimbursed or paid to the Developer in whole or in part by Persons other than the City, and the 
Developer will agree to accept such payments as if paid by the City. 

Wage Cost Increase Reports 

Commencing in the first calendar quarter year after the calendar quarter in which a Prevailing Wage Triggering Act 
occurs and thereafter continuing until the quarter in which the Project Completion Date occurs, the Developer will 



 

99 

provide the City Representative with a Wage Cost Increase Report (in the form required by the Project Agreement) 
within 30 calendar days after the end of the preceding calendar quarter for Approval by the City Representative, 
such Approval not to be unreasonably withheld.  Within 180 calendar days after the Project Completion Date, the 
Developer will provide the City Representative with a final Wage Cost Increase Report, including a final statement 
of the amounts previously reimbursed or paid by or on behalf of the City toward the City’s obligation to reimburse 
the Developer for the Total Reimbursable Net Wage Cost Increase Amount and the resulting final net balance due to 
complete reimbursement of the Total Reimbursable Net Wage Cost Increase Amount for Approval by the City 
Representative, such Approval not to be unreasonably withheld.  Any Wage Cost Increase Report (including any 
Demonstrated Net Wage Cost Increase shown therein) not Approved in writing by the City Representative within 30 
calendar days after the date of the City Representative’s receipt of such Wage Cost Increase Report will be deemed 
to be disapproved by the City Representative; provided, however, that in the event that the City will fail to send 
Notice to Developer of its Approval or disapproval of any Wage Cost Increase Report within such 30 calendar day 
period, (i) Developer will have the right to deliver a Notice of Failure to Respond to the City Representative and the 
City Manager and (ii) if the City Representative will fail to send Notice to Developer of its Approval or disapproval 
of the Wage Cost Increase Report covered by such Notice of Failure to Respond by the date which is seven Business 
Days after the City Representative and the City Manager will have received the Notice of Failure to Respond, then 
in such event, and in such event only, the City (and the City Representative) will be deemed to have given its 
Approval as to the Wage Cost Increase Report upon which the Notice of Failure to Respond was based, and no other 
Wage Cost Increase Report. 
  

Reimbursements Prior to Project Completion Date 

Within 60 days after the City’s receipt of each quarterly Wage Cost Increase Report, the City will 
reimburse to Developer the lesser of (i) the then applicable net balance of the Demonstrated Net Wage Cost Increase 
and (ii) any Permit Fees or Air Rights Payments not previously reimbursed to Developer. 

Reimbursements Subsequent to Project Completion Date 

Upon receipt of the final Wage Cost Increase Report, the City will commence reimbursing Developer over 
time for the final, net balance due for reimbursement of the Total Reimbursable Net Wage Cost Increase Amount 
first, by reimbursing to Developer within 60 calendar days after the City’s receipt of such final report, any Permit 
Fees or Air Rights Payment not previously reimbursed to Developer and second, by reimbursing to Developer an 
amount equal to each annual Tax Increment Payment received by the City within 30 calendar days after the City’s 
actual receipt of same, commencing with the first Tax Increment Payment received by the City after the date 
Developer submits the final Wage Cost Increase Report to the City and continuing for each succeeding calendar year 
until the final net balance due to complete reimbursement of the Total Reimbursable Net Wage Cost Increase 
Amount has been reimbursed to Developer.  Developer will not be entitled to submit a Wage Cost Increase Report 
to the City for reimbursement of any Demonstrated Net Wage Cost Increase later than 180 days after the Project 
Completion Date. 

No Other Funds; No Interest; Cooperation; Resolution of Disputes 

Developer will not be entitled to receive any funds of the City except those described above and then only 
in accordance with the Project Agreement.  In no event will the City be required to pay to the Developer any interest 
or a rate of return on the Total Reimbursable Net Wage Cost Increase Amount being reimbursed by the City to 
Developer pursuant to the Project Agreement.  At the City’s request, the Developer will agree to reasonably 
cooperate with the City and its Related Parties regarding the manner and methods by which the City reimburses or 
pays, or causes other Persons to reimburse or pay, the Developer for the Total Reimbursable Net Wage Cost 
Increase Amount in accordance with the Project Agreement.  In the event the Parties disagree about the amount of 
the Demonstrated Net Wage Cost Increase or any related amount, any aspect of a Wage Cost Increase Report or the 
City’s performance of its covenants under the Project Agreement as to prevailing wages, the objecting Party will 
have the right and option, for 30 calendar days after the date any such disagreement or dispute arises, to submit such 
disagreement or dispute for resolution under the Arbitration Procedures.  The Arbitration Procedures will be binding 
upon the Parties. 
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Design/Build Agreement 

The following summarizes certain limited provisions of the Design/Build Agreement between the 
Design/Builder and the Developer as Owner.  Reference is made to the Design/Build Agreement for the detailed 
provisions thereof.  Further, capitalized terms to this summary of the Design/Build Agreement which are not defined 
herein will have the meaning assigned to such terms in the Design/Build Agreement, and in the event of any 
conflicts between any definitions used in this summary and the definitions in the Design/Build Agreement, the 
provisions of the Design/Build Agreement will control. 

In consideration of the sum of $227,500,000 (the “Guaranteed Fixed Price”), the Design/Builder has agreed 
to design and construct the Project on the Premises, all pursuant to the Design/Build Agreement.  All design, 
architectural and construction functions are combined in the Design/Build Agreement, including work to be 
performed under the Pre-Opening Services Agreement.  In accordance with the Design/Build Agreement, the 
Design/Builder has entered into an Agreement for Architectural Services with Gensler which has prepared detailed 
plans and specifications that have been delivered to the City and the Developer as Owner for review.  
Design/Builder’s obligations include providing all FF&E and providing the Project with initial supplies and 
inventory.  Design/Builder is obligated to cause the Project to be Substantially Complete on or before 973 days 
following the Closing Date, and the Date of Final Completion to occur within one hundred eighty (180) days of the 
Date of Substantial Completion, subject to Permitted Delay or Permitted Extension.  The Design/Builder must also 
achieve other Construction Benchmarks.  The Design/Build Agreement contains liquidated damages provisions if 
the Substantial Completion deadline is not met, with certain limited exceptions.  In consideration of the Guaranteed 
Fixed Price, the Design/Builder has assumed certain risks including, without limitation, cost overruns, strikes, 
shortages of labor or materials, known and unknown soil conditions, force majeure, and casualties. 

The City and/or the Bond Insurer will employ a consultant to assist them with respect to the Project (the 
“Construction Monitor”).  The Construction Monitor will review change orders, applications for payment, 
schedules, construction documents, and other matters requiring approval under the Project Agreement.  The 
Construction Monitor has no approval rights as to any aspect of the Plans.  Hyatt has certain approval rights with 
respect to plans pursuant to the Pre-Opening Services Agreement.  Disputes related to the Design/Build Agreement 
may be submitted by either party to arbitration. 

The Design/Builder will warrant the work for a period of one year following Substantial Completion, and is 
responsible for performing the Corrective Work.  Such work will not increase the Guaranteed Fixed Price.  The 
Design/Builder will receive payments calculated by multiplying a predetermined schedule of values by the 
percentage of completion of such item, subject to a retainage.  The retainage will be ten percent of all progress 
payments (exclusive of Non-Retainage Items) prior to the date on which 50% of the contract value has been 
completed and five percent thereafter, provided the aggregate retainage will be limited to an amount not to exceed 
five percent of the Guaranteed Fixed Price (exclusive of Non-Retainage Items).  “Non-Retainage Items” include cost 
of insurance, the cost of Designer/Builder’s Payment and Performance Bonds, Permit fees, Architect’s fees, 
Engineer’s fees, consultants’ fees, pre-development costs, Design/Builder’s Fee, and FF&E.  No retainage will be 
withheld from any party that is only a vendor of equipment, materials, and supplies.  Retainage will be released on 
Substantial Completion, subject to a holdback of $150,000 plus two and one-half times the estimated cost of 
completing remaining punchlist items and upon receipt of consent to such release from Safeco and other required 
deliveries in accordance with the Design/Build Agreement.  Upon completion of certain subcontractor’s work, 
certain items (demolition, site work/excavation, site utilities, foundation, structural frame, and structural concrete 
and steel) will be subject to early release of retainage. 

The Design/Build Agreement requires the Design/Builder to obtain payment and performance bonds issued 
by Safeco Insurance Company of America (“Safeco”). 

Guaranty 

The following summarizes certain limited provisions of the Guaranty between FaulknerUSA, Inc., a 
Delaware corporation (the “Guarantor”) and the City.  Reference is made to the Guaranty for the detailed provisions 
thereof.  Further, capitalized terms to this summary of the Guaranty which are not defined herein will have the 
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meaning assigned to such terms in the Guaranty, and in the event of any conflicts between any definitions used in 
this summary and the definitions in the Guaranty, the provisions of the Guaranty will control. 

The Guarantor will provide an absolute unconditional and irrevocable guaranty of the performance and 
payment of (i) all of the Obligations of the Developer under the Project Agreement that arise or have their inception 
prior to the Project Completion Date, that relate to events or circumstances that occur prior to the Project 
Completion Date or that by the terms of the Project Agreement expressly survive the Project Completion Date, and 
(ii) all Obligations of the Developer under the Ground Lease that relate to events or circumstances that occur prior to 
the Project Completion Date, including any acts or omissions of Developer; provided, however, in each of the 
preceding clauses (i) and (ii) from and after the Project Completion Date, the Construction Period Obligations will 
be limited to those that expressly survive the Project Completion Date or the expiration of the Project Agreement 
pursuant to the terms of the Project Agreement, all pursuant to the terms and conditions of the Guaranty executed by 
the Guarantor for the benefit of the City (the “Guaranty”).  

Payment and Performance Bond 

Pursuant to the Design/Build Agreement, the Design/Builder will provide payment and performance bonds 
prior to the earlier of issuance of the Series 2005 Bonds or commencement of any Work each in a penal sum equal 
to the amount of the Guaranteed Fixed Price.  The payment and performance bonds will be issued by Safeco.  The 
Performance Bond will name the Developer as Owner, and the Trustee as co-obligees.  The Payment Bond will 
satisfy all requirements necessary for a statutory payment bond in Texas. 

Permits and Approvals 

The necessary approvals and permits required for construction of the Hotel Project are set forth below.  
Although the Design/Builder believes that it will successfully obtain the required permits as and when required, 
there can be no assurances that this will be the case.  See “RISK FACTORS—Construction Risks.” 

 

 

(Remainder of Page Intentionally Left Blank) 
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The following permits are required from the City (and other entities as specified below) in relation to the 
Hotel Project: 

Permit Approximate Application Date Comments 

Site Development  By City of San Antonio 

Zoning Variance  By City of San Antonio  

License Agreement for use of Public Property  By City of San Antonio  

Site Demolition 10 days after Closing Necessary for Garage 
Demolition Work to begin.  

Excavation Permit 10 days after Closing Necessary for Garage 
Excavation to begin. 

Foundation Permit 90 days after Closing Necessary to commence pile 
and foundation construction 

Framing Permit 120 days after Closing Necessary to commence 
building and garage frame 

Final Building Permit 240 days after Closing Necessary to commence 
exterior envelope and interior 
construction 

Temporary Certificate of Occupancy Substantial Completion Necessary for initial occupancy 
of the Project 

Certificate of Occupancy Final Completion Necessary for permanent 
occupancy of the Project 

Environmental Matters 

In April 2005, a “Phase I Environmental Assessment” relating to the environmental condition of the Leased 
Premises (the “Report”) was prepared.  As part of the investigation, the environmental consultant performed a site 
inspection, which included: 
 

• Visual inspection of the Leased Premises for signs of surface and subsurface contamination; 
• Inspection of the premises for other items of environmental concern; 
• Evaluation of the environmental condition of properties adjacent to the Leased Premises; and 
• Conduct interviews with representatives of the property maintenance managers and other maintenance 

personnel responsible for the Leased Premises. 
 

Additionally, the environmental consultant researched the historical use of the Leased Premises, studied 
existing environmental conditions, and reviewed the environmental regulatory records of state and local 
governmental agencies to determine if the Leased Premises (or any properties adjacent thereto) have faced, or are 
currently facing, regulatory actions, fines, or violations for conditions that would have an environmental impact on 
the soil and/or groundwater under or around the Leased Premises.   
 

In its review, the environmental consultant discovered several environmentally sensitive conditions at the 
Leased Premises.  The significant findings are described as follows: a six hundred gallon diesel tank appears to be 
located on the Leased Premises (but not within the proposed construction footprint); hydraulic oil is leaking near 
two elevators; and there is lead based paint on the premises.  In addition, the historical review of the site revealed 
that contaminated soils were discovered during a past convention center expansion.  Soil and water contamination 
also resulted from a leaking underground storage tank.  In both instances, the environmental condition was 
remediated upon discovery.  Multiple environmental concerns were identified on adjacent properties located within 
one mile of the Leased Premises; however, none of these sites are viewed as posing a threat to the Leased Premises.   
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Based on its finding, the environmental consultant’s recommendations consisted primarily of testing and 

monitoring soil and water conditions during excavation and construction activities, with appropriate action to be 
taken upon the discovery of any environmental concern.  The environmental consultant did specifically recommend 
testing of soils around the aforementioned elevators and underground diesel storage tank to determine what, if any, 
remediation action is necessary.  Also, testing in relation to the lead based paint is required to determine the proper 
method of disposal.   

 
The Developer is obligated under the Ground Lease and the Project Agreement to address all 

Environmental Events present at, in, or, or under the Premises except for those (i) caused directly by the City or its 
Related Parties, (ii) first occurring from and after the Lease Commencement Date or the Effective Date, as 
appropriate and (iii) not caused by the Developer or its Related Parties.  The Developer’s failure to take remedial or 
corrective actions with respect to an Environmental Event will result in a default under the Ground Lease.   

 
Insurance During Construction 

Pursuant to the Design/Build Agreement, builder’s risk insurance will be maintained from the date the 
Bonds are issued until the Final Completion Date.  The Improvements (as defined in the Design/Build Agreement) 
will be insured to the full insurable value on a replacement cost basis (except that such insurance may be subject to 
deductible clauses of not to exceed $100,000 for any one loss), covering loss by all risks including but not limited to 
the perils of fire, theft, vandalism, malicious mischief, windstorm, collapse, falsework, temporary buildings and 
debris removal in an all-risk policy form.  The insurance will include the interests of the Developer, the 
Design/Builder, the Trustee, the Hotel Operator, and their respective contractors and subcontractors in the Work (as 
defined in Design/Build Agreement). 

The Design/Builder will secure and maintain or cause to be secured and maintained from the date the 
Bonds are issued until the Final Completion Date commercial general liability insurance including products and 
completed operation liability for a period of not less than two years after the Substantial Completion Date (as 
defined in Design/Build Agreement). 

Construction Monitoring Agreement 

A Construction Monitoring Agreement is to be entered into by and among the Construction Monitor, the 
City, and/or the Bond Insurer.  The Construction Monitor is required to review plans and specifications for the Hotel 
Project, monitor budgets, schedules, preconstruction and construction services and agreements, licensing, 
permitting, and other matters concerning the construction of the Hotel Project and provide monthly reports detailing 
the progress to certain parties. 

OPERATION OF THE HOTEL PROJECT 

Hotel Management Agreement and the Pre-Opening Services Agreement 

The following summarizes certain limited provisions of the Hotel Management Agreement between the 
Developer and Hyatt and the Pre-Opening Services Agreement between the Design/Builder and Hyatt.  Reference is 
made to the Hotel Management Agreement and the Pre-Opening Agreement for the detailed provisions thereof.  
Further, capitalized terms to this Summary of the Hotel Management Agreement and the Pre-Opening Services 
Agreement which are not defined herein will have the meaning assigned to such terms in the Hotel Management 
Agreement and the Pre-Opening Services Agreement, and in the event of any conflicts between any definitions used 
in this summary and the definitions in the Hotel Management Agreement and the Pre-Opening Services Agreement, 
the provisions of Hotel Management Agreement and the Pre-Opening Services Agreement will control. 

Design/Builder and Hyatt will enter into a Product and Design Assistance and Pre-Opening Services 
Agreement pursuant to which Hyatt will provide certain necessary services to prepare the Hotel for opening and to 
provide for the pre-opening marketing of the Hotel.  After opening, the Hotel will be operated pursuant to a Hotel 
Management Agreement (the “Hotel Management Agreement”) between the Developer and Hyatt.  The Hotel 
Management Agreement has an initial term of 20 years, commencing on the opening date of the Hotel. 
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Hyatt Key Money 

Upon the funding of the Indenture, Hyatt will contribute $14,000,000 as “Key Money” to be used to 
develop the Hotel Project.  The Key Money will be amortized over a period of eighteen years commencing on the 
first day of the calendar month following the opening date of the Hotel, and the unamortized portion thereof will be 
refunded to Hyatt in the event the Hotel Management Agreement is terminated before the end of the initial term for 
any reason other than the Hotel’s failure to achieve the Performance Test II as described below, any termination of 
the Hotel Management Agreement due to (i) gaming regulations applicable to Hyatt, (ii) a default by Hyatt in 
complying with the operator obligations of the Room Blocking Agreement, (iii) a default by Hyatt in complying 
with the Hotel Operating Standard (as defined in the Ground Lease), (iv) a default by Hyatt in complying with the 
Living Wage Standard (as defined in the Ground Lease), or (v) a default by Hyatt in complying in good faith with 
the SBEDA Policy (as defined in the Ground Lease). 

Operation of the Hotel 

Hyatt will operate the Hotel Project as an agent for Developer in accordance with the First-Class Hotel 
Standard which will be at a minimum the Hotel Operating Standard as set forth in the Ground Lease.  Hyatt will 
prepare and supervise the marketing and promotional programs of the Hotel Project.  Hyatt will establish the rates 
for hotel usage, including room rates, and will establish rates for food and beverage services and for the use of 
recreational or other amenities at the Hotel.  Hyatt will collect and remit all sales and occupancy taxes on behalf of 
the Hotel Project.  Hyatt will purchase operating supplies on behalf of the Hotel Project and will maintain the Hotel 
Project in good condition, subject to the availability of funds in the operating and capital accounts. 

Hyatt Chain Services and Costs 

Hyatt will make available to the Hotel Project the full range of its chain and system services generally 
provided to other Hyatt hotels in the United States, Canada and the islands of the Caribbean.  The cost of such 
services will be allocated among the Hotel Project and such other Hyatt hotels using reasonable accounting 
procedures, applied on a consistent basis.  While the Hotel Project will have the option to elect not to use certain of 
Hyatt’s system services, use of certain of the chain and system services will be mandatory.  The cost of all such 
chain and system services provided to the Hotel Project will be charged as an operating expense of the Hotel Project. 

Budgets 

Each year, Hyatt will prepare and submit to the Developer an operating and a capital budget for the ensuing 
fiscal year.  Subject to certain exceptions, Hyatt and the Developer must agree on each category of the operating and 
capital budgets.  In the event the Developer and Hyatt are unable to agree on either of the budgets, the dispute will 
be resolved by binding arbitration. 

Cash Management 

Hyatt will comply with the cash management procedures established by the Cash Management Agreement 
and Indenture.  Hyatt has the right to withdraw funds from the Hotel Project’s operating account to pay for the Hotel 
Project’s operating expenses, including Hyatt’s management fees consisting of Basic Fees as defined below.  
Distributions to the Developer will be made in the manner and according to the terms set forth in the Indenture.  
Thirty (30) days prior to the opening of the Hotel, the Developer shall be required to provide an initial working 
capital balance of $1,000,000 ($1,000 per key).  Thereafter the required working capital balances shall be as set 
forth in the Indenture. 

Management Fees 

Hyatt will receive a “Basic Fee” which shall be equal to 2.5% and 3.0% of the Hotel Project’s gross 
receipts for the initial fiscal year and the first full fiscal year, respectively, and shall be equal to 3.5% of the Hotel 
Project’s gross receipts for each fiscal year thereafter.  Hyatt will also receive an “Incentive Fee” equal to 15% of 
the amount by which the Hotel Project’s adjusted profit exceeds an annual amount equal to the greater of 
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(i) $24,000,000 or (ii) a 12% annualized return on the Developer’s preferred equity, plus principal and interest on 
the indebtedness under the Indenture (such indebtedness being capped at $210,000,000 for purposes of such 
calculation).  The Incentive Fee will be paid subordinate to debt service, and any unpaid amount will be deferred. 

Performance Test 

The Hotel will be deemed to have achieved the required performance standard (the “Performance Test”) 
with respect to any fiscal year in which Hotel’s average revenue per room is at least equal to 90% of the average 
revenue per room for the Comparable Hotels (which shall be Marriott San Antonio River Center, Hilton Palacio Del 
Rio San Antonio, The Westin RiverWalk San Antonio, Hyatt Regency San Antonio, and Crown Plaza Hotel San 
Antonio).  If the Hotel fails to achieve the Performance Test for two consecutive fiscal years (the first measure fiscal 
year being the fourth full fiscal year after the opening of the Hotel), Developer may terminate the Hotel 
Management Agreement unless Hyatt elects to avoid termination by paying to Developer a cure amount for either of 
the fiscal years in which the Performance Test (or the Performance Test II, as defined below) was failed, which cure 
amount will equal to the amount by which the Hotel’s actual Income After Undistributed Operating Expenses (as 
defined in the Uniform System) for such fiscal year was less than the Income After Undistributed Operating 
Expenses which would have been achieved by the Hotel if the Performance Test (or the Performance Test II) had 
been met for such fiscal year.  If Developer terminates the Hotel Management Agreement in accordance with the 
foregoing sentence, the unamortized portion of the Key Money will be repaid to Hyatt unless the Hotel’s average 
revenue per room for the two consecutive fiscal years in question was less than 80% of the average revenue per 
room for the Comparable Hotels (the “Performance Test II”), in which case none of the Key Money will be repaid to 
Hyatt. 

Reporting 

Hyatt will establish and maintain a system of accounting and record keeping for the Hotel.  The Hotel’s 
financial statements will be prepared in accordance with generally accepted accounting principals and will be 
audited each year by independent certified public accountants of recognized standing in the hotel industry selected 
by Developer. 

Employees 

The staff of the Hotel will be employees of Hyatt and none of the Hotel’s staff will be employed by the 
Developer.  The Developer shall have the right to approve the appointment of all of the Hotel’s senior management 
staff.  The Hotel will comply, in good faith, with the City of San Antonio’s policies with respect to small minority 
and women-owned business, and will comply with the City’s Living Wage Standard as set forth in the Ground Lease 
and will be operated as an “enterprise zone facility” within the meaning of section 1394(b) of the Code as described 
in the Tax Agreement. 

Termination 

The Developer may terminate the Hotel Management Agreement at the Developer’s option in connection 
with the sale of the Hotel to an unrelated third party at any time after the 11th full fiscal year after the opening of the 
Hotel.  The Developer must pay Hyatt a termination fee in an amount equal to Hyatt’s management fees for the 
immediately preceding fiscal year multiplied by a multiplier (which declines over time) and any unamortized Key 
Money.  The Developer may terminate the Hotel Management Agreement if the Hotel fails to achieve the 
Performance Test for two consecutive full fiscal years (which Performance Test will commence starting the fourth 
full fiscal year after the opening of the Hotel), provided Hyatt shall have the right to cure the failure of the 
Performance Test (or the Performance Test II) in the manner described above.  In addition, the Hotel Management 
Agreement may be terminated in certain circumstances due to casualty or condemnation relating to the Hotel. 

Defaults 

An event of default shall occur with respect to Hyatt or Developer if such party fails to observe or perform 
any material covenant or provision of the Hotel Management Agreement and such failure continues beyond any 
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applicable cure period.  The Hotel Management Agreement includes customary defaults regarding bankruptcy and 
receivership.  The Developer will be default if it fails to provide or maintain the minimum working capital balances 
required by the Agreement.  In addition, Hyatt shall be in default of the Hotel Management Agreement if it is in 
default under the Pre-Opening Services Agreement or those portions of the Room Blocking Agreement for which an 
operator is responsible. 

Assignment 

The Developer’s rights and obligations under the Hotel Management Agreement may be assigned to a 
purchaser of the Hotel in connection with a foreclosure of the indebtedness under the Indenture.  In addition, 
Developer may assign its rights in the Hotel Management Agreement in connection with a sale or transfer of the 
Hotel; provided, that Developer may not sell or transfer the Hotel to any person or entity engaged, as a substantial 
part of its business, in the management, licensing or operation of hotels, or who would be considered by regulators 
in the gaming industry to be unsuitable business associates of Hyatt.  Hyatt may assign its rights and obligations 
under the Hotel Management Agreement so long as they are assigned and assumed by a Qualified Operator. 

Pending Arbitration 

Hyatt will indemnify the Developer for certain losses which may be suffered by the Developer in 
connection with certain pending arbitration in connection with the Hotel Management Agreement between Hyatt 
and San Antonio 2000, Ltd.  Such indemnity obligation will be payable to the Developer by Hyatt in the form of 
liquidated damages.  The liquidated damages will be payable to the Developer if the outcome of such arbitration is 
that Hyatt is precluded in any material respect from performing its obligations under the Hotel Management 
Agreement and/or the Pre-Opening Services Agreement.  In such event, either Hyatt or  the Developer may 
terminate the Hotel Management Agreement and the Pre-Opening Services Agreement by notice to the other, and 
Hyatt will pay to the Developer liquidated damages determined as follows:  (i) $1,000,000 if notice of termination is 
given on any date which is 90 days or less from the date of the closing of the Series 2005 Bond financing, 
(ii) $1,500,000 if such notice of termination is given on any date which is more than 90 days but less than 180 days 
from the date of the closing of the Series 2005 Bond financing and (iii) $2,000,000 if such notice of termination is 
given on any date which is more than 180 days from the date of the closing of the Series 2005 Bond financing.  The 
liquidated damages will be offset against the Key Money, which will be repaid to Hyatt in connection with any such 
termination on the earlier of the date which is six months following the notice of termination or the date on which 
the Developer enters into a hotel operating agreement with another hotel operator. 

Non-Recourse 

Hyatt will look solely and only to the Hotel and its operating accounts for the payment of any obligations to 
be discharged or observed by Developer in connection with the Hotel Management Agreement.  None of the 
Developer’s equity holders, employees or agents shall have any personal liability for the payment of any obligations 
to be discharged or observed by Developer under the Hotel Management Agreement. 

Room Blocking Agreement 

The following summarizes certain limited provisions of the Room Blocking Agreement.  Reference is made 
to the Room Blocking Agreement  for the detailed provisions thereof.  Further, capitalized terms to this summary of 
the Room Blocking Agreement which are not defined herein will have the meaning assigned to such terms in the 
Room Blocking Agreement, and in the event of any conflicts between any definitions used in this summary and the 
definitions in the Room Blocking Agreement, the provisions of Room Blocking Agreement will control. 

A Room Blocking Agreement (the “Room Blocking Agreement”) will be entered into between the 
Developer and the City, pursuant to which the Developer (and its successors under the Ground Lease) will agree to 
block and set aside rooms in the Hotel for Convention Clients pursuant to the terms of the Room Blocking 
Agreement, and, unless subject to reduction pursuant to the Room Blocking Agreement, will include up to 800 
rooms and 12 nights per month in January, February, March, April, May, June, September, October and November 
or 8 nights during any other calendar month. 
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At any time from the effective date of the Room Blocking Agreement through the Lease Expiration Date, 
the City may request the Developer to participate in the City’s structuring of Housing Packages to be submitted to 
Convention Clients.  Upon the City’s request to the Developer, the Developer must within the appropriate time 
frame submit a room blocking commitment to the City for inclusion in convention center proposals.  The 
Developer’s obligation to issue such room blocking commitments and the number of rooms and event nights 
required by the City are subject to certain limitations as further described in the Room Blocking Agreement.  In 
certain circumstances, the Developer must send prior Notice to the City Representative under the Room Blocking 
Agreement to reserve available rooms in a block for a particular customer that is not a Convention Client.  Upon 
receipt, the City Representative may determine that a conflict exists for such dates and the dates being sought by the 
City for a potential Convention Client.  In such event, the Developer and the City will cooperate in good faith and on 
a diligent basis to issue a room blocking commitment to such Convention Client.  For certain events of national 
recognition, the maximum number of rooms and maximum event nights may be in excess of those otherwise 
allocated to the City under the Room Blocking Agreement.  In the event of Down Times, the maximum number of 
rooms subject to inclusion in a City room block request may be adjusted or reduced by the Developer.  The Room 
Blocking Agreement provides that the Developer pursuant to the terms of the Room Blocking Agreement will pay 
liquidated damages in the event the Developer fails to timely respond to a room block request or to perform certain 
other obligations as provided in the Room Blocking Agreement.  A Tenant Default under the Ground Lease is an 
Event of Default under the Room Blocking Agreement. 

Riverwalk Access Agreement 

The City will license to the Developer the right to use the portion of land between the Riverwalk and the 
Lila Cockrell Theatre to the south of and abutting the Hotel Site for the purpose of holding certain events all in 
accordance with the Ground Lease and the Riverwalk Access Agreement. 

Site D Restrictive Covenants 

The City has agreed that during the Lease Term only, neither the City nor any Person whose rights arise by, 
through or under the City will be permitted to commence the physical construction of a hotel on Site D at any time 
prior to the date which is ten years after the commencement of the Operating Term (the “Site D Restrictions”).  The 
Site D Restrictions, as evidenced by the Site D Restrictive Covenants, will run with title to Site D only for the period 
specified herein and will (x) not prevent at any time (1) the construction, use and operation of any other 
Improvements on Site D, (2) any and all development activities for a hotel on Site D that do not constitute physical 
construction work on Site D and (3) the City’s issuance of requests for proposals for a hotel on Site D and 
negotiation and execution of lease and other documents relating to a hotel on Site D, (y) be for the benefit the 
Developer (or its permitted successors or assigns under the Ground Lease) and no other Person and (z) Developer’s 
remedies for a violation of the Site D Restrictions will be limited to a suit for injunctive relief pursuant to the terms 
of the Ground Lease. 

Theatre Site Restrictive Covenants 

The City has agreed that during the Lease Term only (i) no existing or future building or other 
improvement situated on the Adjacent Theatre Site will exceed a height above the height of the existing 
Improvements on the Adjacent Theatre Site (as of the Effective Date) which would materially impair the views of 
any guest rooms in the Hotel, as configured on the Project Completion Date and (ii) the Adjacent Theatre Site will 
not be used for any of the following purposes: (a) any purpose which violates the restrictions set forth in the 
Prohibited Uses in the Ground Lease as to the Riverwalk level of the Premises or the Project Improvements, (b) a 
casino or other establishment in which gambling is permitted or games of chance are operated, (c) a gentlemen’s 
club or other establishment which allows full or partial nudity, (d) a massage parlor (provided that massage services 
offered by a licensed massage therapist as part of a health, beauty or fitness operation will be permitted), or (e) a 
tanning parlor (collectively, the “Theatre Site Restrictions”).  The Theatre Site Restrictions, as evidenced by the 
Theatre Site Restrictive Covenants, will (1) not prevent at any time any other Improvements or any other use being 
constructed on or made out of the Adjacent Theatre Site, (2) be for the benefit the Developer (or its permitted 
successors or assigns under the Ground Lease) and no other Person and (3) Developer’s remedies for a violation of 
the Theatre Site Restrictions will be limited to a suit for injunctive relief. 
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RISK FACTORS 

General 

The foregoing is intended only as a summary of certain risk factors attendant to an investment in the Series 
2005 Bonds.  In order to allow potential investors to identify risk factors and make an informed investment decision, 
a potential investor should be thoroughly familiar with the entire Official Statement and the appendices hereto and 
should have accessed whatever additional financial and other information it has deemed necessary to make its 
decision to invest in the Series 2005 Bonds. 

The Issuer has no assets.  The Developer’s ability to derive Net Operating Revenues from the use and 
operation of the Hotel Project in amounts sufficient to pay Loan Payments, which are in turn used by the Issuer to 
pay Debt Service on the Series 2005 Bonds, subject to the terms of the Transaction Documents, depends upon 
numerous factors, both before and after completion of construction of the Hotel Project, most of which are not 
within the control of the Issuer.  Further, additional, and as-yet-unforeseeable considerations may develop in the 
future that may significantly affect the construction and/or operation of the Hotel Project. 

Although it is anticipated that the Hotel Project will generate sufficient Net Operating Revenues to enable 
the Issuer to pay the Debt Service when due on the Series 2005 Bonds, and such obligations are also additionally 
secured by the pledge and grant of the City Tax Revenues and the Financial Guaranty Insurance Policy, an 
investment in the Series 2005 Bonds involves an element of risk.  In order to identify risk factors and make an 
informed investment decision, potential investors should be thoroughly familiar with this entire Official Statement 
(including the appendices hereto) in order to make a judgment as to whether the Series 2005 Bonds are an 
appropriate investment.  Purchasers of the Series 2005 Bonds are advised to consult their tax advisors as to the 
tax consequences of purchasing or holding the Series 2005 Bonds.  Described below are certain factors that could 
affect completion of the Hotel Project, future use and operation of the Hotel Project, the ability of the Developer to 
pay Loan Payments and the ability of the Issuer to pay Debt Service on the Series 2005 Bonds. 

Construction Risks 

The failure to complete or a delay in the completion of the construction of the Hotel Project will adversely 
affect the receipt of Net Operating Revenues and, thus, the payment of Debt Service on the Series 2005 Bonds.  
Some of the risks that will be present throughout the period of construction of the Hotel Project are described below. 

There are a number of risks and contingencies associated with completion of the construction of the Hotel 
Project.  Contingencies generally involved in the construction of any facility, such as fire, labor difficulties, and 
problems in obtaining materials, may cause the actual cost of completion to exceed available funds.  Furthermore, 
delay in completion of the Hotel Project for any reason beyond the anticipated completion date may result in a delay 
in receipt of Net Operating Revenues projected for the Hotel. 

Operations Risks 

General 

The Series 2005 Bonds are limited obligations of the Issuer payable primarily from Loan Payments 
consisting primarily of the Net Operating Revenues and money held in certain funds and accounts under the 
Indenture.  Any factor that adversely affects the receipt of the Estimated Property Tax Requirement, Estimated 
Insurance Premium Requirement, and/or Net Operating Revenues, therefore, creates a risk that Debt Service on the 
Series 2005 Bonds will not be paid when due.  The principal source of Net Operating Revenues will be revenues 
derived from room rentals, food sales to guests of the Hotel, and parking fees from the Hotel Parking Garage 
remaining after payment of Operating Expenses.  The primary risk factor associated with the receipt of such 
revenues is the occupancy level of the Hotel.  Because Operating Expenses are paid or funded from Gross Revenues 
of the Hotel before Debt Service on the Series 2005 Bonds, any factor that decreases occupancy or increases 
Operating Expenses creates a risk that Debt Service on the Series 2005 Bonds will not be paid when due.  Some of 
the factors that may adversely affect the receipt of Gross Revenues of the Hotel Project are discussed below. 
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Risks Associated with Hotel Industry 

A number of factors, many of which may be beyond the control of the Issuer, the Developer, or the 
Operator, could have an adverse impact on the Gross Revenues, Operating Expenses, and value of the Hotel, 
including adverse changes in the national economy and levels of tourism, competition from other hotels, sales taxes, 
energy costs, governmental rules and policies (including environmental restrictions and changes in zoning and land 
use), potential environmental and other liabilities, interest rate levels, and tax laws affecting real estate.  Levels of 
tourism are highly dependent upon gasoline and other fuel prices, airline fares, and the national economy.  In 
addition, the revenues and value of the Hotel Project are dependent upon convention business in San Antonio.  
Because hotel rooms are rented for a relatively short period of time compared to most other commercial properties, 
hotels are impacted more quickly by adverse economic conditions and competition than other commercial properties 
that are rented for longer periods of time. 

Occupancy and Room Rate Risks 

Revenue from the Hotel Project is largely generated from the rental of hotel rooms.  The Issuer’s ability to 
make Debt Service payments largely depends on the occupancy rates and average daily rates (“ADRs”) at the Hotel 
and the ability of the Developer to maintain occupancy volume at a level that does not adversely affect the Hotel’s 
cash flow.  Key factors affecting the amount of revenues generated from the rental of hotel rooms include the hotel’s 
brand name recognition, market support, and reservation systems.  Occupancy and ADRs will also be affected by 
factors outside the control of the Issuer and Developer, such as general levels of tourism, convention business, and 
seasonality.  Such fluctuations may adversely affect the amount and timing of Net Operating Revenues and, 
consequently, adversely affect the amount and timing of amounts available to pay Debt Service on the Series 2005 
Bonds. 

Risks of Income Producing Property 

The timely payment of the Series 2005 Bonds is secured by income-producing properties and, therefore, is 
dependent upon occupancy rates and the successful operation of the Hotel Project, rather than upon the liquidation 
value of the Hotel Project.  If the Net Operating Revenues from the Hotel are reduced (for example, if occupancy 
rates decline or operating expenses increase), the Issuer’s ability to make Debt Service payments may be impaired.  
Furthermore, the liquidation value of the Hotel may be adversely affected by risks generally incident to interests in 
real property, including changes in economic conditions or tourism; declines in real estate values; declines in rental 
or occupancy rates; increases in interest rates; and other operating expenses including energy costs; changes in 
governmental rules, regulations, and fiscal policies, including environmental legislation; acts of God; and other 
factors which are beyond the Developer’s, the Issuer’s and the Operator’s control.  

Marketing; Failure to Attract Guests 

The Operator will market the Hotel pursuant to the Pre-Opening Services Agreement and the Hotel 
Management Agreement.  There can be no assurances that the Operator’s efforts will be successful in attracting 
guests in sufficient numbers who pay room rates sufficient to pay Debt Service on the Series 2005 Bonds. 

San Antonio Hotel Industry and Available 2% Expansion HOT Revenues 

The Available 2% Expansion HOT Revenues comprise the largest portion of the City Tax Revenues 
pledged by the City as additional credit support for the payment of debt service when due on the Series 2005 Bonds.  
A decline in tourism and leisure travel in the City will also result in a decline of the Available 2% Expansion HOT 
Revenues available to be pledged by the City in the event Net Operating Revenues are insufficient to meet debt 
service requirements. 

Pledge and Assignment of Future Revenues 

Pursuant to and subject to the terms of the Indenture, the Issuer has assigned and pledged to the Trustee the 
Net Operating Revenues in order to make all payments due under the Indenture, all of which are pledged and 
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assigned to the Trustee for the benefit of the Registered Owners of the Series 2005 Bonds under the Indenture and 
the Deed of Trust.  Nevertheless, certain interests and claims of others may be on a parity with or prior to (i) the 
deposit of Gross Revenues with the Depository Bank pursuant to the Cash Management Agreement and (ii) the 
pledge and assignment of the Net Operating Revenues made in the Indenture, and certain statutes and other 
provisions may limit the Issuer’s right to make such pledges and assignments.  Examples of such claims, interests, 
and provisions are: 

(a) statutory liens; 

(b) applicable Texas laws may not recognize a security interest in future revenues derived from the 
Hotel Project; 

(c) rights arising in favor of the United States of America or any agency thereof on failure of the 
Trustee, the Developer, or the Issuer to comply with federal or state statutes regarding the assignment of certain 
claims; 

(d) constructive trusts, equitable liens, or other rights impressed or conferred by any state or federal 
court in the exercise of its equitable jurisdiction; 

(e) federal bankruptcy laws as they affect amounts earned with respect to the Hotel Project within 90 
days preceding and at all times after any effectual institution of bankruptcy proceedings by or against the Issuer; 

(f) as to those items in which a security interest, lien, or pledge can be perfected only by possession, 
including items converted to cash, the rights of third parties in such items not in the possession of the Trustee; 

(g) prohibitions against assignment contained in federal or state statutes; 

(h) the security interest of third party creditors in “proceeds” of property subject to a Permitted 
Encumbrance, which “proceeds” may be deemed to constitute revenues; 

(i) items not in possession of the Trustee, the records to which are located or moved outside the State 
of Texas, which are thereby not subject to or are removed from the operation of Texas law; and 

(j) the requirement that appropriate notices be filed in accordance with applicable Texas law as from 
time to time in effect. 

State Tax Revenues Subject to Non-Appropriation upon the Occurrence of Certain Events 

In the event that the obligations of the City to grant to the Issuer the Convention Center Hotel State HOT 
Revenues and the Convention Center Hotel State Sales Tax Revenues and the funds on deposit in the Convention 
Center Hotel State Sales Tax Revenues Account and the Convention Center Hotel State Sales Tax Revenues 
Account under the Economic Development Agreement are held by a Texas court of law of competent jurisdiction to 
create an unconstitutional debt of the City, the grant of such revenues and funds, and the obligations of the City set 
forth in the Economic Development Agreement to transfer any Convention Center Hotel State HOT Revenues and 
Convention Center Hotel State Sales Tax Revenues to the Trustee, will thereafter automatically be deemed to be 
subject to annual appropriation by the City Council of the City.  Among the factors that might affect the willingness 
of the City each year to make such appropriations are the sufficiency of the City Tax Revenues generated by or at 
the Hotel Project to make such grant, budgetary needs, perceived budgetary needs or mere temptations to use such 
tax revenues for competing purposes, including lease payments subject to annual appropriation for facilities deemed 
more essential to governmental operations, and the experience and political perspectives of the Mayor and City 
Council members.  The City expects that City Tax Revenues will provide enough money in each year to allow the 
City pledge or grant of the City Tax Revenues, as needed.  See “SECURITY AND SOURCES OF PAYMENT FOR 
THE SERIES 2005 BONDS—Economic Development Agreement.” 
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In addition, significant decreases in the amount of Convention Center Hotel State HOT Revenues and 
Convention Center Hotel State Sales Tax Revenues in any year could have an adverse effect on the City’s annual 
decision to appropriate funds to grant such revenues.  The availability of Convention Center Hotel State HOT 
Revenues and Convention Center Hotel State Sales Tax Revenues for annual appropriation could be influenced by 
factors including (a) the amount of retail activity within the Hotel Project and (b) federal and State legislators’ 
ability to modify which transactions are exempt from sales taxes.   

Litigation Relating to FaulknerUSA  

On February 23, 2005, the City of Coralville, Iowa (“Coralville”), filed suit against FaulknerUSA in the 
Iowa District for Johnson County, alleging breach of contract, fraudulent misrepresentation, negligent 
misrepresentation, and breach of fiduciary duty under a Memorandum of Understanding (the “MOU”) and a 
Preconstruction Services Agreement (“PSU”) specifying the general terms by which FaulknerUSA was to develop 
and construct a hotel and conference center facility on Coralville’s behalf.  The lawsuit, pursuant to which Coralville 
is seeking $3 million in compensatory damages in addition to punitive damages and legal costs, alleges that 
FaulknerUSA made false representations to Coralville prior to and after execution of each of the MOU and the PSU 
with respect to budget projections contained in such documentation relating to construction of the hotel and 
convention center facility.  Public bids received by Coralville for approximately two thirds of the required work 
specified in the plans and specifications produced pursuant to the MOU and the PSU indicated that FaulknerUSA’s 
budgets were approximately 50% below the actual construction costs.  Coralville has alleged that FaulknerUSA 
knowingly underbid the project for the purpose of securing the work. 

In the normal course of business, FaulknerUSA is a defendant or third party defendant in various 
immaterial suits.  All cases pending are all vigorously contested by FaulknerUSA and are not expected to have any 
material impact on the financial condition of FaulknerUSA.  FaulknerUSA has filed to remove the Coralville suit to 
the federal court for the Southern District of Iowa and has filed an answer denying all of the material allegations. 

Enforceability of Remedies and Bankruptcy of Developer 

The practical realization of value from the Hotel Project upon any default will depend upon the exercise of 
various remedies specified by the security documents securing the Series 2005 Bonds.  These and other remedies 
may, in many respects, require judicial actions, which are often subject to discretion and delay.  Under existing law 
(including particularly federal bankruptcy law), the remedies specified by such documents may not be readily 
available or may be limited.  A court may decide not to order the specific performance of the covenants contained in 
the security documents.  In addition, federal bankruptcy law permits the adoption of a reorganization plan even 
though the plan has not been accepted by the owners of a majority in aggregate principal amount of the Series 2005 
Bonds, if such owners are provided with the benefit of their original lien or the “indubitable equivalent” thereof.  If a 
bankruptcy court concludes that the owners of the Series 2005 Bonds have “adequate protection,” it may 
(1) substitute other security subject to the lien of the owners of the Series 2005 Bonds and (2) subordinate the lien of 
the owners of the Series 2005 Bonds (a) to claims by persons supplying goods and services to the Developer after 
bankruptcy and (b) to the administrative expenses of the bankruptcy proceeding.  In the event of bankruptcy of the 
Developer, the amount realized by the owners of the Series 2005 Bonds might depend on a federal bankruptcy 
court’s interpretation of “indubitable equivalent” and “adequate protection” under the then existing circumstances.  
A bankruptcy court may also have the power to invalidate certain provisions of the security documents which make 
bankruptcy and related proceedings by the Developer an event of default thereunder.  The various legal opinions to 
be delivered concurrently with the delivery of the Series 2005 Bonds will be qualified as to the enforceability of the 
various legal instruments by limitations imposed by state and federal laws, rulings, and decisions affecting remedies 
and by bankruptcy, reorganization, or other laws affecting the enforcement of creditors’ rights generally. 

Liquidation of Security May Not Be Sufficient in the Event of a Default 

In the event of a default by the Issuer under the Indenture, the Trustee and/or the Issuer must look solely to 
the Hotel Project and available revenues to pay and satisfy the Series 2005 Bonds in accordance with their terms.  
See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS.”  In the event the revenues 
from the Hotel Project are insufficient to pay the amounts due on the Series 2005 Bonds, then once the other security 
for the Series 2005 Bonds has been exhausted, including payments made pursuant to the Financial Guaranty 
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Insurance Policy, the owners of the Series 2005 Bonds will have no person or entity to pursue for any deficiency 
which may exist.  The practical use of the Hotel Project is limited to its use as a hotel and garage.  If it were 
necessary to foreclose the lien created under the Deed of Trust on the Hotel Project, net proceeds received may be 
less than the principal amount of the Series 2005 Bonds outstanding. 

Insurance Proceeds May Not Be Sufficient in the Event of Damage or Destruction 

The owners of the Series 2005 Bonds must look primarily to Net Operating Revenues to pay and satisfy the 
Series 2005 Bonds in accordance with their terms.  See “SECURITY AND SOURCES OF PAYMENT FOR THE 
SERIES 2005 BONDS.”  The Indenture requires that in the event of damage to, destruction of, condemnation of, or 
a title defect relating to the Hotel Project, if the conditions set forth in the Indenture for such application have been 
met, the Developer will apply the proceeds of insurance or condemnation award, together with other amounts 
available therefor, to repair or replace the property damaged, destroyed, or taken, as applicable, and apply any 
proceeds not used for repair or replacement to the payment of any reimbursement obligations then due and owing 
and then to the redemption of the Series 2005 Bonds.  In addition, in the event the damage to, destruction of, 
condemnation of, or a title defect relating to the Hotel Project, in which there are not sufficient proceeds to repair or 
replace the Hotel, then the proceeds will be applied to redeem the Series 2005 Bonds in accordance with the 
provisions set forth under the caption “THE SERIES 2005 BONDS – Extraordinary Mandatory Redemption 
Provisions” herein. 

Reliance Upon San Antonio Convention Center 

According to the Market Study, the ability of the Convention Center to attract citywide and large 
conventions will have a direct impact on the success of the Hotel Project.  See “MARKET STUDY AND 
FINANCIAL PROJECTIONS.”  However, there can be no assurance the Convention Center will be successful in 
attracting larger or more frequent conventions and the City has made no representations, warranties, or covenants 
regarding the impact that it may have on the occupancy of the Hotel.  The Convention Center’s operations may be 
affected by casualty losses at the Convention Center or trends in the convention industry, which are further affected 
by political and economic events beyond the control of the Developer and Issuer.  Finally, although the Convention 
Center Department has indicated its need for substantial rooms available to users of its facilities, it is not obligated 
in any way to provide any particular room usage for the benefit of the Hotel Project.   

Competition 

The Issuer and Developer have no appreciable assets other than their interest in the Hotel Project.  
Therefore, as a practical matter, owners of the Series 2005 Bonds must look to the Hotel Project to produce the 
revenues to pay the amounts due under the Indenture, and, in the event of insolvency of the Issuer or Developer, the 
only asset of the Issuer or Developer which can reasonably be anticipated to be available to produce revenues to pay 
the amounts due under the Indenture will be the Hotel Project.  The Developer believes that, based upon HVS’s 
projections, it will be able to earn sufficient revenues from the Hotel Project to meet its obligations under the Loan 
Agreement. 

The level of occupancy of the Hotel and the room rates charged by the Hotel are directly affected by 
competition from other hotels.  As new supply enters the market, or existing hotels are renovated or improved, the 
Hotel’s market share and occupancy rates could be adversely impacted.  The Hotel will not only be subject to 
competition from hotels in San Antonio and the surrounding area, but will also be affected by competition from 
other cities across the United States competing for national convention center business.  As a convention center 
headquarters hotel, the Hotel will be competing to attract national convention attendees to the Hotel.  As discussed 
in the Market Study, other cities across the country, including several cities in Texas are also providing large hotels 
adjacent to convention centers to attract national conventions.  See “APPENDIX A—Market Study and Financial 
Projections.” 



 

113 

Reliance on Brand Name Recognition and Competent Operator 

The occupancy rates and room rates charged by the Hotel Project are dependent in part on national brand 
name recognition.  This is particularly true in the case of a convention center headquarters hotel.  Convention 
planners and in-house group planners in large part book their conventions and groups into hotels with national 
recognition.  In addition, the Market Study bases its economic forecasts on the assumption that Hyatt, with its 
national brand name recognition, will competently manage the Hotel Project.  While the Developer has a 20-year 
contract with Hyatt to serve as Operator, if Hyatt were to discontinue its services as Operator or fail to renew the 
Hotel Management Agreement in the future, this could adversely impact the occupancy rates and average room rates 
of the Hotel unless Hyatt were replaced by a comparable operator with national brand name recognition.  
“OPERATION OF THE HOTEL PROJECT — Hotel Management Agreement” for a description of the conditions 
under which Hyatt’s services as Operator may be terminated prior to the expiration of the 20 year term of the Hotel 
Management Agreement. 

Economic Conditions 

Although the downtown San Antonio hotel market has shown strength over regionally competitive cities, 
during the last few years, the occupancy rates of hotels in most national markets have declined, due in part to the 
economic slowdown.  Hotel rooms are rented for a relatively short period of time compared to most commercial 
property, and therefore hotels may respond to adverse economic conditions and competition more quickly than 
commercial properties that are leased or rented for longer periods of time.  In addition, occupancy rates and average 
room rates are dependent in large part on commercial and leisure travel.  The Market Study forecasts that 
approximately 58% of the Hotel’s guests will be either convention attendees or part of in-house groups utilizing the 
meeting space in the Hotel, while the remaining 42% will be commercial and leisure travel guests.  Economic 
factors can influence the budgets of convention planners and companies planning group meetings.   

Insurance 

The Issuer is obligated to obtain or cause to be obtained insurance providing coverage in the amount 
required by the Hotel Management Agreement, the Project Agreement, and the Ground Lease.  An unanticipated 
volume of claims under these insurance policies, however, could cause the payment of unforeseen amounts as 
deductibles and increased premiums, thereby adversely affecting the Developer’s finances. 

Actual Results May Differ From Forecasts 

The financial forecast contained herein is based upon assumptions made by the Market Study.  There will 
usually be differences between forecasted and actual results, since events and circumstances frequently do not occur 
as expected, and those differences may be material.  In particular, any substantial decrease in occupancy or average 
daily rates will reduce revenues available for Debt Service on the Series 2005 Bonds.  See “FORWARD LOOKING 
STATEMENTS.” 

Pending Legislative Session 

The Texas Legislature convened its biennial regular session on January 11, 2005.  Among other subjects 
being considered by the Legislature which could have a direct effect on the Issuer, the City and the Developer, the 
Legislature is considering the repeal of certain refunds of State taxes, which may affect the refund to the City by the 
State of the Convention Center Hotel State Sales Tax Revenues and the Convention Center Hotel State HOT 
Revenues collected at the Hotel Project.  The Legislature will adjourn on May 30, 2005.  The Issuer cannot predict 
the actions of the Legislature which might affect the Issuer, the City and the Developer.  See “SECURITY AND 
SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS – Economic Development Agreement.” 

Environmental Risks 

The Developer has potential liability for environmental substances under most state and federal 
environmental statutes, laws, and regulations.  In addition to liability for release of hazardous substances at the Hotel 
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Project due to its own actions, the Developer, as owner, could be held liable for releases of hazardous substances by 
previous owners/lessees of the Leased Premises.  No assurance can be given that environmental conditions do not 
now or will not in the future exist at the Hotel Project which could become the subject of enforcement actions by 
governmental agencies.  However, in connection with this Risk Factor, the Developer has obtained Phase I and 
Phase II Environmental Site Assessments for the Leased Premises and has agreed under the Ground Lease to 
indemnify the Issuer with respect to certain environmental liabilities associated with the Leased Premises.  See 
“CONSTRUCTION OF THE HOTEL PROJECT—Environmental Matters.” 

Loss of Tax Exemption for Empowerment Zone Bonds 

As discussed under the heading “TAX MATTERS” herein, the interest on the Series 2005A Bonds could 
become includable in gross income for purposes of federal income taxation, retroactive to the date of delivery of the 
Series 2005A Bonds, as a result of acts or omissions of the Issuer, the Developer, or the Operator in violation of 
certain covenants in the Indenture, Loan Agreement, the Hotel Management Agreement, and Tax Agreement among 
the Issuer, Trustee, Developer, and the Operator dated as of May 15, 2005 relating to the Series 2005A Bonds (the 
“Tax Agreement”) or as a result in changes in federal tax law.  See “TAX MATTERS – SERIES 2005A BOND – 
Continuous Compliance Requirement.” 

Pending Tax Legislation 

The opinions expressed by Co-Bond Counsel as to compliance with the provisions of the Internal Revenue 
Code of 1986, as amended, described under “TAX MATTERS—SERIES 2005A BONDS” are based upon existing 
law as of the delivery date of the Series 2005A Bonds.  No opinion is expressed as of any subsequent date nor is any 
opinion expressed with respect to any pending or proposed legislation. 

City Charter 40-Day Petition and Referendum Period 

Ordinances passed by the City are subject to Article IV, Section 35 of the City’s Home Rule Charter, which 
states that the City’s electors may approve or reject at the polls any ordinance (with certain exceptions) passed by 
the City Council; provided, however, that within 40 days after the enactment of such ordinance by the City Council, 
a petition which requests that the ordinance be either repealed or submitted to vote is filed with the City Clerk and 
that is signed by at least 10% of the City’s electors qualified to vote at the last regular municipal election.  The 40-
day period during which the City ordinances which approved and authorized the issuance of the Series 2005 Bonds 
and all City Documents relating to the Hotel Project are subject to referendum does not expire until after bond 
pricing, but will expire before the anticipated closing date.  If a referendum regarding the approval of any ordinances 
related to the Hotel Project were called, the enactment of such ordinance would be delayed, and could ultimately be 
overturned by public vote. 

TAX MATTERS—SERIES 2005A BONDS 

Opinion 

On the date of initial delivery of the Series 2005A Bonds, McCall, Parkhurst & Horton L.L.P., San 
Antonio, Texas, and Escamilla & Poneck, Inc., San Antonio, Texas, Co-Bond Counsel, will render its opinion that, 
in accordance with statutes, regulations, published rulings and court decisions existing on the date thereof (“Existing 
Law”), interest on the Series 2005A Bonds for federal income tax purposes will be excludable from the “gross 
income” of the holders thereof, except for any holder who is treated pursuant to section 147(a) of the Internal 
Revenue Code of 1986, as amended, (the “Code”) as a “substantial user” of the Project or, a “related person” to such 
user.  Except as stated above, Co-Bond Counsel will express no opinion as to any other federal, state or local tax 
consequences of the purchase, ownership or disposition of the Series 2005A Bonds.  See “APPENDIX E—Forms of 
Co-Bond Counsel Opinions.” 

Co-Bond Counsel’s opinion represents its legal judgment based upon its review of Existing Law and the 
reliance on the information, representations, and covenants described below.  Co-Bond Counsel’s opinion is not a 
guarantee of a result.  Existing Law is subject to change by the United States Congress and to subsequent judicial 
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and administrative interpretation by the courts and the United States Department of the Treasury.  There can be no 
assurance that Existing Law or the interpretation thereof will not be changed in a manner which would adversely 
affect the tax treatment of the purchase, ownership or disposition of the Series 2005A Bonds. 

A ruling was not sought from the Internal Revenue Service by either the Developer or the Issuer with 
respect to the Series 2005A Bonds or the Hotel Project.  No assurances can be given as to whether or not the Internal 
Revenue Service will commence an audit of the Series 2005A Bonds, or as to whether the Internal Revenue Service 
would agree with the opinion of Co-Bond Counsel.  If an audit is commenced, under current procedures the Internal 
Revenue Service is likely to treat the Issuer as the taxpayer and the Bondholders of the Series 2005A Bonds may 
have no right to participate in such procedure.  No additional interest will be paid upon any determination of 
taxability. 

Continuous Compliance Requirement 

In rendering its opinion, Co-Bond Counsel (a) will rely upon information furnished by the Developer, and 
particularly written representations of officers and agents of the Developer with respect to certain material facts that 
are solely within their knowledge relating to the use of the proceeds of the Series 2005A Bonds and the Hotel 
Project and (b) will assume continuing compliance with covenants of the Issuer, the Developer and the Trustee with 
respect to arbitrage, the application of the proceeds to be received from the issuance and sale of the Series 2005A 
Bonds and certain other matters.  If the representations are determined to be inaccurate, or there is a failure to 
comply with the covenants, then the interest on the Series 2005A Bonds could become includable in gross income 
retroactively to the date of issuance of the Series 2005A Bonds. 

The Code and the regulations promulgated thereunder (the “Regulations”) contain a number of 
requirements that must be satisfied subsequent to the issuance of the Series 2005A Bonds in order for interest on the 
Series 2005A Bonds to be, and to remain, excludable from gross income for federal income tax purposes.  Failure to 
comply with such requirements may cause interest on the Series 2005A Bonds to be included in gross income 
retroactively to the date of issuance of the Series 2005A Bonds.  The opinion of Co-Bond Counsel is conditioned on 
compliance by the Issuer and the Developer with such requirements, and Co-Bond Counsel has not been retained to 
monitor compliance with these requirements subsequent to the issuance of the Series 2005A Bonds. 

In the case of bonds used to provide an “enterprise zone facility” within the meaning of section 1394 of the 
Code, such as the Series 2005A Bonds, the Code and Regulations also require that the bonds, among other 
requirements, continuously comply with a “employee residency requirement” during certain terms that the Series 
2005A Bonds are outstanding, including but not limited to a “testing period” and a “compliance period.”  Such 
employee residency requirement obligates the Developer or any subsequent owner of the Project to employ a 
specified percentage of its total employees as resident employees (i.e., employees that are residents of the 
“empowerment zone” within which the Hotel Project is located).  The testing period will extend for three years, 
however, while certain requirements may be reduced after the testing period and compliance period, the Developer 
may be required by the Code and Regulations to continue to meet the employee residence requirement while the 
Series 2005A Bonds are outstanding after the testing period and compliance period.  Under section 1394(a) of the 
Code, the failure to satisfy the employee residency requirement on a continuous basis or the failure to satisfy certain 
of the other requirements may cause interest on the Series 2005A Bonds to be includable in gross income 
retroactively to the date of issue of the Series 2005A Bonds. 

THE ISSUER AND THE TRUSTEE HAVE ADOPTED REQUIREMENTS AND PROCEDURES 
INTENDED TO MONITOR COMPLIANCE WITH THE AFOREMENTIONED REQUIREMENTS WITH 
RESPECT TO THE USE OF PROCEEDS OF THE SERIES 2005A BONDS AND HOTEL PROJECT.  
SUCH REQUIREMENTS AND PROCEDURES ARE SET FORTH IN THE INDENTURE, LOAN 
AGREEMENT AND TAX AGREEMENT.  NO ASSURANCE, HOWEVER, CAN BE GIVEN THAT IN 
THE EVENT OF A BREACH OF ANY OF THE COVENANTS SET FORTH IN SUCH DOCUMENTS, 
THAT A REMEDY WILL BE AVAILABLE TO THE ISSUER AND THE TRUSTEE THROUGH 
ENFORCEMENT BY A COURT OF COMPETENT JURISDICTION IN SUCH A MANNER AS TO 
SATISFY THE PROVISIONS OF THE CODE.  IF THE DEVELOPER FAILS TO COMPLY WITH 
THESE COVENANTS AND THE REMEDIES ARE LIMITED IN SUCH A MANNER AS TO BE 
INADEQUATE TO SATISFY THE PROVISIONS OF THE CODE, THEN THE HOLDER SHOULD BE 



 

116 

AWARE THAT THERE IS NO RIGHT OR OBLIGATION ON THE PART OF THE ISSUER, TRUSTEE, 
OR DEVELOPER TO ACCELERATE OR REDEEM THE SERIES 2005A BONDS.  SUCH HOLDERS 
MAY BE REQUIRED TO RETAIN OWNERSHIP OF THE SERIES 2005A BONDS UNTIL MATURITY 
BEARING INTEREST THAT IS INCLUDABLE IN GROSS INCOME FOR FEDERAL INCOME TAX 
PURPOSES. 

Federal Income Tax Accounting Treatment of Original Issue Discount 

The initial public offering price to be paid for one or more maturities of the Series 2005A Bonds may be 
less than the principal amount thereof or one or more periods for the payment of interest on the bonds may not be 
equal to the accrual period or be in excess of one year (the “Original Issue Discount Bonds”).  In such event, the 
difference between (i) the “stated redemption price at maturity” of each Original Issue Discount Bond, and (ii) the 
initial offering price to the public of such Original Issue Discount Bond would constitute original issue discount.  
The “stated redemption price at maturity” means the sum of all payments to be made on the bonds less the amount 
of all periodic interest payments.  Periodic interest payments are payments which are made during equal accrual 
periods (or during any unequal period if it is the initial or final period) and which are made during accrual periods 
which do not exceed one year. 

Under existing law, any owner who has purchased such Original Issue Discount Bond in the initial public 
offering is entitled to exclude from gross income (as defined in section 61 of the Code) an amount of income with 
respect to such Original Issue Discount Bond equal to that portion of the amount of such original issue discount 
allocable to the accrual period.  For a discussion of certain collateral federal tax consequences, see discussion set 
forth below. 

In the event of the redemption, sale or other taxable disposition of such Original Issue Discount Bond prior 
to stated maturity, however, the amount realized by such owner in excess of the basis of such Original Issue 
Discount Bond in the hands of such owner (adjusted upward by the portion of the original issue discount allocable to 
the period for which such Original Issue Discount Bond was held by such initial owner) is includable in gross 
income. 

Under existing law, the original issue discount on each Original Issue Discount Bond is accrued daily to the 
stated maturity thereof (in amounts calculated as described below for each six-month period ending on the date 
before the semiannual anniversary dates of the date of the Series 2005A Bonds and ratably within each such six-
month period) and the accrued amount is added to an initial owner’s basis for such Original Issue Discount Bond for 
purposes of determining the amount of gain or loss recognized by such owner upon the redemption, sale or other 
disposition thereof.  The amount to be added to basis for each accrual period is equal to (a) the sum of the issue price 
and the amount of original issue discount accrued in prior periods multiplied by the yield to stated maturity 
(determined on the basis of compounding at the close of each accrual period and properly adjusted for the length of 
the accrual period) less (b) the amounts payable as current interest during such accrual period on such Original Issue 
Discount Bond. 

The federal income tax consequences of the purchase, ownership, redemption, sale or other disposition of 
Original Issue Discount Bonds which are not purchased in the initial offering at the initial offering price may be 
determined according to rules which differ from those described above.  All owners of Original Issue Discount 
Bonds should consult their own tax advisors with respect to the determination for federal, state and local income tax 
purposes of the treatment of interest accrued upon redemption, sale or other disposition of such Original Issue 
Discount Bonds and with respect to the federal, state, local and foreign tax consequences of the purchase, 
ownership, redemption, sale or other disposition of such Original Issue Discount Bonds. 

Collateral Federal Income Tax Consequences 

The following discussion is a summary of certain collateral federal income tax consequences resulting from 
the purchase, ownership, or disposition of the Series 2005A Bonds.  This discussion is based on Existing Law, 
which is subject to change or modification, retroactively. 
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The following discussion is applicable to investors, other than those who are subject to special provisions 
of the Code, such as financial institutions, property and casualty insurance companies, life insurance companies, 
individual recipients of Social Security or Railroad Retirement benefits, individuals allowed an earned income 
credit, certain S corporations with accumulated earnings and profits and excess passive investment income, foreign 
corporations subject to the branch profits tax and taxpayers who may be deemed to have incurred or continued 
indebtedness to purchase tax-exempt obligations. 

THE DISCUSSION CONTAINED HEREIN MAY NOT BE EXHAUSTIVE.  INVESTORS, 
INCLUDING THOSE WHO ARE SUBJECT TO SPECIAL PROVISIONS OF THE CODE, SHOULD 
CONSULT THEIR OWN TAX ADVISORS AS TO THE TAX TREATMENT WHICH MAY BE 
ANTICIPATED TO RESULT FROM THE PURCHASE, OWNERSHIP AND DISPOSITION OF TAX-
EXEMPT OBLIGATIONS BEFORE DETERMINING WHETHER TO PURCHASE THE SERIES 2005A 
BONDS. 

Interest on the Series 2005A Bonds will be includable as an adjustment for “adjusted current earnings” to 
calculate the alternative minimum tax imposed on corporations by section 55 of the Code.  Section 55 of the Code 
imposes a tax equal to 20 percent for corporations, or 26 percent for noncorporate taxpayers (28 percent for taxable 
income exceeding $175,000), of the taxpayer’s “alternative minimum taxable income,” if the amount of such 
alternative minimum tax is greater than the taxpayer’s regular income tax for the taxable year. 

Under section 6012 of the Code, holders of tax-exempt obligations, such as the Series 2005A Bonds, may 
be required to disclose interest received or accrued during each taxable year on their returns of federal income 
taxation. 

Section 1276 of the Code provides for ordinary income tax treatment of gain recognized upon the 
disposition of a tax-exempt obligation, such as the Series 2005A Bonds, if such obligation was acquired at a “market 
discount” and if the fixed maturity of such obligation is equal to, or exceeds, one year from the date of issue.  Such 
treatment applies to “market discount bonds” to the extent such gain does not exceed the accrued market discount of 
such bonds; although for this purpose, a de minimis amount of market discount is ignored.  A “market discount 
bond” is one which is acquired by the holder at a purchase price which is less than the stated redemption price at 
maturity or, in the case of a bond issued at an original issue discount, the “revised issue price” (i.e., the issue price 
plus accrued original issue discount).  The “accrued market discount” is the amount which bears the same ratio to 
the market discount as the number of days during which the holder holds the obligation bears to the number of days 
between the acquisition date and the final maturity date. 

State, Local and Foreign Taxes 

Investors should consult their own tax advisors concerning the tax implications of the purchase, ownership, 
or disposition of the Series 2005A Bonds under applicable state or local laws.  Foreign investors should also consult 
their own tax advisors regarding the tax consequences unique to investors who are not United States persons. 

TAX MATTERS - TAXABLE SERIES 2005B BONDS 

General 

The following discussion is a summary of certain expected material federal income tax consequences of the 
purchase, ownership and disposition of the Taxable Series 2005B Bonds.  It is based in part on an opinion of 
McCall, Parkhurst & Horton L.L.P., and Escamilla & Poneck, Inc., Co-Bond Counsel, and on the Internal Revenue 
Code of 1986, as amended, (the “Code”), the regulations promulgated thereunder, published revenue rulings and 
court decisions currently in effect, all of which are subject to change.  The Internal Revenue Service has not yet 
issued regulations or rulings relating to the treatment of obligations such as the Taxable Series 2005B Bonds, and as 
such said opinion and this summary of federal income tax consequences are subject to modification by the eventual 
issuance of regulations or rulings or by subsequent administrative or judicial interpretation, which could apply 
retroactively. 
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The following discussion is applicable to investors other than those investors who are subject to special 
provisions of the Code, such as life insurance companies, tax-exempt organizations, foreign taxpayers, and 
taxpayers who may be subject to the alternative minimum tax or personal holding company provisions of the Code.  
This summary is further limited to investors who will hold the Taxable Series 2005B Bonds as “capital assets” 
(generally, property held for investment) within the meaning of Section 1221 of the Code.  INVESTORS WHO 
ARE SUBJECT TO SPECIAL PROVISIONS OF THE CODE SHOULD CONSULT THEIR OWN TAX 
ADVISORS AS TO THE TAX TREATMENT WHICH MAY BE ANTICIPATED TO RESULT FROM 
THE PURCHASE, OWNERSHIP, AND DISPOSITION OF THE TAXABLE SERIES 2005B BONDS IN 
THEIR PARTICULAR CIRCUMSTANCES BEFORE DETERMINING WHETHER TO PURCHASE 
TAXABLE SERIES 2005B BONDS. 

Periodic Interest Payments and Original Issue Discount 

On the date of issue, Co-Bond Counsel, will render an opinion that the Taxable Series 2005B Bonds are not 
obligations described in section 103(a) of the Code.  Accordingly, the stated interest paid on the Taxable Series 
2005B Bonds or original issue discount, if any, accruing on the Taxable Series 2005B Bonds will be included in 
“gross income” within the meaning of section 61 of the Code of the owners and be subject to federal income 
taxation when received or accrued, depending upon the tax accounting method applicable to the owner thereof. 

Disposition of Taxable Series 2005B Bonds 

An owner will recognize gain or loss on the redemption, sale, or exchange of a Taxable Series 2005B Bond 
equal to the difference between the redemption or sale price (exclusive of any amount paid for accrued interest) and 
the owner’s tax basis in the Taxable Series 2005B Bond.  Generally, the owner’s tax basis in the Taxable Series 
2005B Bond will be the owner’s initial cost.  Any gain or loss generally will be a capital gain or loss and either will 
be long-term or short-term depending on whether the Taxable Series 2005B Bond has been held for more than one 
year. 

Under current law, purchasers of the Taxable Series 2005B Bonds who do not purchase the Taxable Series 
2005B Bonds in the initial public offering at the initial public offering price (a “subsequent purchaser”) will 
generally be required, on the disposition of a Taxable Series 2005B Bond, to recognize as ordinary income a portion 
of the gain, if any, to the extent of the accrued “market discount.”  Market discount is the amount by which the price 
paid for a Taxable Series 2005B Bond by a subsequent purchaser is less than the Taxable Series 2005B Bond’s 
“stated redemption price at maturity” (or, in the case of a Taxable Series 2005B Bond issued at an original issue 
discount, if any, the Taxable Series 2005B Bond’s “revised issue price”).  In such instances, section 1277 of the 
Code also may apply so as to defer the deductibility of all or a portion of the interest incurred by a subsequent 
purchaser with respect to amounts borrowed to acquire a Taxable Series 2005B Bond with market discount. 

Required Reporting to Internal Revenue Service 

Subject to certain exceptions, interest payments made to the owners with respect to the Taxable Series 
2005B Bonds will be reported to the Internal Revenue Service.  Such information will be filed each year with the 
Internal Revenue Service on Form 1099 which will reflect the name, address and taxpayer identification number of 
the registered owner.  A copy of Form 1099 will be sent to each registered owner of a Taxable Bond for federal 
income tax reporting purposes. 

Other Federal Income Tax Consequences 

The Code requires debt obligations, such as the Taxable Series 2005B Bonds, to be issued in registered 
form and denies certain tax benefits to the issuer and the holders of obligations failing this requirement.  The Board 
will issue the Taxable Series 2005B Bonds in registered form. 

Interest paid to an owner of a Taxable Bond ordinarily will not be subject to withholding of federal income 
tax if such owner is a United States person.  A United States person, however, will be subject to withholding of such 
tax at a rate set forth in section 3406 of the Code.  This withholding generally applies if the owner of a Taxable 
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Bond (i) fails to furnish to the issuer such owner’s social security number or other taxpayer identification number 
(“TIN”), (ii) furnishes the issuer an incorrect TIN, (iii) fails to report properly interest, dividends or other 
“reportable payments” as defined in the Code, or (iv) under certain circumstances, fails to provide the issuer or such 
owner’s broker with a certified statement, signed under penalty or perjury, that the TIN provided to the issuer is 
correct and that such owner is not subject to backup withholding. 

State and Local Taxes and Foreign Persons 

Investors should consult their own tax advisors concerning the tax implications of holding and disposing of 
the Taxable Series 2005B Bonds under applicable state or local laws.  Foreign investors should also consult their 
own tax advisors regarding the tax consequences unique to investors who are not United States persons. 

LITIGATION AND ARBITRATION 

Litigation Affecting the Series 2005 Bonds 

There is no pending litigation, or, to the knowledge of the Developer, the Design/Builder, Operator, the 
City Attorney of the City or the Issuer, litigation threatened in writing against the Developer, the Design/Builder, the 
Operator, the City or the Issuer, respectively, that in any way materially challenges the validity of the Series 2005 
Bonds or any proceedings or transactions relating to the authorization, sale or delivery of the Series 2005 Bonds or 
that materially challenges the construction, operation or management of the Hotel Project, or the enforceability of 
the Indenture, the Deed of Trust, the Economic Development Agreement, the Cash Management Agreement, the 
Ground Lease, the Project Agreement, the Performance Bond, the Payment Bond, Marathon Letter of Credit, the 
Pre-Opening Services Agreement, the Hotel Management Agreement, or the Room Blocking Agreement. 

Prevailing Wage Litigation 

The San Antonio Building and Construction Trades Council and its president Bob Salvatore filed suit 
April 14, 2005 in district court in Bexar County, Texas against the City regarding the construction of the Hotel 
Project.  The plaintiffs claim that the Hotel Project constitutes a “public work” paid for in whole or in part from 
public funds and therefore requires that construction workers on the Hotel Project be paid prevailing wage rates in 
accordance with the Texas Government Code.  On May 6, 2005, the plaintiffs filed a “Motion for Temporary 
Restraining Order” to restrain issuance of the Series 2005 Bonds and execution of relevant documents, which 
motion was granted insofar as the City was temporarily enjoined from any action executing or implementing the 
transaction documents and a hearing for a temporary injunction was set for May 12, 2005.  However, on May 9, 
2005, an “Order Dissolving Temporary Restraining Order” was entered which voided the May 6, 2005 action.  The 
plaintiffs are seeking a declaratory judgment that the Hotel Project constitutes the construction of a public work, 
which if undertaken by the City without requiring the payment of prevailing wages for construction labor, will 
violate provisions of the Texas Government Code.  If the plaintiffs are successful in having the district court declare 
that the Hotel Project is a public work which requires the payment of prevailing wages to construction workers, the 
costs of the Hotel Project are anticipated to increase by approximately $11 million.  The City intends to seek 
dismissal of this suit.   

The City has made no representations or warranties regarding the merits of the Existing Prevailing Wage 
Suit, the likelihood of one outcome over another in the Existing Prevailing Wage Suit, or the applicability of the 
Prevailing Wage Rate Act to the Project.  The Parties agree that the City will have full control and discretion over 
the defense of the Existing Prevailing Wage Suit and the right to defend or settle the Existing Prevailing Wage Suit 
in such manner and on such terms as the City may determine in its sole discretion.  However, the City has agreed to 
use reasonable efforts to cause a person authorized by law to request an Attorney General opinion (an “Authorized 
Official”) to request an opinion from the Attorney General on whether the Hotel Project, specifically construction of 
the Hotel Project Improvements pursuant to the Project Documents and the Financing Documents, is the 
construction of a public work that is paid for in whole or in part from public funds and, therefore, is covered by the 
Prevailing Wage Rate Act.  If the Attorney General notifies the City or the Authorized Official making the request 
of his or her refusal to issue the requested opinion due to the pendency of the Existing Prevailing Wage Suit (or any 
other lawsuit against the City in which a claim is made substantively equivalent to the claim made in the Existing 
Prevailing Wage Suit), then, if such lawsuit is later dismissed or a final, non-appealable judgment is rendered based 
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upon matters other than the merits of the claim, within 30 days after such dismissal or rendition of a final non-
appealable judgment, the City will use reasonable efforts to cause an Authorized Official to resubmit a request for an 
opinion from the Attorney General as to the applicability of the Prevailing Wage Rate Act to the Hotel Project.  
Notwithstanding the foregoing, the City will have no obligation to request an opinion from the Attorney General on 
and after a final non-appealable judgment is rendered on the merits of the claim made in the Existing Prevailing 
Wage Suit or any other lawsuit against the City in which a claim is made substantively equivalent to the claim made 
in the Existing Prevailing Wage Suit, whether such judgment contains a Prevailing Wage Applicability Ruling or a 
holding to the contrary.  The City has made no representations or warranties regarding whether such an opinion will 
be issued by the Attorney General, the date for issuance of the Attorney General’s opinion, or the likelihood of the 
Attorney General opining one way over another, and nothing in the Project Agreement is intended to obligate the 
City to cause the Attorney General to issue an opinion.  An Attorney General Opinion does not have the 
authority of a court ruling, but such opinion would be given great weight by the courts.  See 
“CONSTRUCTION OF THE HOTEL PROJECT – Project Agreement – Prevailing Wage Provisions” for a 
description of how the reimbursement of any increase in costs is to be addressed. 

Arbitration Request by Hyatt Regency San Antonio 

In January of 2005, the ownership of the Hyatt Regency San Antonio, San Antonio 2000 Ltd., requested 
private arbitration with the American Arbitration Association in accordance with the Hotel Management Agreement 
between San Antonio 2000 Ltd. and Hyatt Corporation over two issues: (1) whether Hyatt Corporation will breach 
its fiduciary duty to the owner by managing the San Antonio Convention Center Hotel and (2) whether Hyatt 
Corporation managed the Hyatt Regency San Antonio in accordance with the terms of the Hotel Management 
Agreement.  The arbitration request seeks both legal and equitable remedies.  The Hotel Management Agreement for 
the Hyatt Regency San Antonio does not contain any radius restriction clause or other provision that would prevent 
Hyatt Corporation from managing another hotel in the City of San Antonio.  Hyatt Corporation has not received any 
notices of default from San Antonio 2000 Ltd. nor is it aware of any defaults under the Hotel Management 
Agreement for the Hyatt Regency San Antonio.  Hyatt Corporation does not have any additional substantive 
information regarding these claims.  Each party has selected its own arbitrator and the parties are in the process of 
selecting a third (neutral) arbitrator to render a decision.   

RATINGS 

In connection with the sale of the Series 2005 Bonds, the Issuer has been approved by Ambac for municipal 
bond insurance for the Series 2005 Bonds.  Standard and Poor's Ratings Services, a division of the McGraw-Hill 
Companies, Inc. ("S&P") and Moody's Investors Service, Inc. ("Moody's") have assigned ratings of "AAA" and 
"Aaa", respectively for the Series 2005 Bonds based upon the municipal bond insurance being provided by Ambac.  
Additionally, S&P and Moody’s has assigned the underlying ratings of “BBB-” and “Baa2,” respectively, to the 
Series 2005 Bonds. 

An explanation of the significance of the ratings may be obtained from the respective rating agency.  The 
ratings reflect only the views of such organizations at the time the ratings were given, and the Commission makes no 
representation as to the appropriateness of the ratings.  There is no assurance that such ratings will continue for any 
given period of time or that they will not be revised downward or withdrawn entirely by any or all of such rating 
companies, if in the judgment of any or all of such companies, circumstances so warrant.  Any such downward 
revision or withdrawal of a rating may have an adverse effect on the market price of the Series 2005 Bonds. 

CONTINUING DISCLOSURE 

In connection with the issuance of the Series 2005 Bonds and to assist the Underwriters in complying with 
Rule 15c2-12 (the “Rule”) promulgated by the Securities and Exchange Commission (the “SEC”) under the 
Securities Exchange Act of 1934, as amended, the Developer, the Issuer, and the City have entered into a 
Continuing Disclosure Agreement.  The following are the events with respect to the Series 2005 Bonds that the 
Issuer agrees to disclose in a timely manner as described in the Continuing Disclosure Agreement to each NRMSIR 
and the SID, if the Issuer determines, that such events are “material” under applicable federal securities laws and 
regulations promulgated thereunder: 
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(i)  Principal and interest payment delinquencies; 
(ii)  Non-payment related defaults; 
(ii)  Unscheduled draws on debt service reserves reflecting financial difficulties; 
(iv)  Unscheduled draws on credit enhancements reflecting financial difficulties; 
(v)  Substitution of credit or liquidity providers, or their failure to perform; 
(iv)  Adverse tax opinions or events affecting the tax-exempt status of the security; 
(vii)  Modifications to rights of securities holders; 
(viii)  Series 2005 Bond calls; 
(ix)  Defeasances; 
(x)  Release, substitution, or sale of property securing repayment of the securities; and 
(xi)  Rating changes. 

The City will provide annually to each NRMSIR and the SID, within six months after the end of each fiscal 
year of the City, beginning with the fiscal year ending in 2005, the financial information and operating data with 
respect to the City as specified and  included in Tables 1, 6, 8, 9, 10 and 11 in the this Official Statement and the 
financial and operating data the Developer is committed to provide to the City as described in the following 
paragraph (and for which the City will have no responsibility for the accuracy of such information provided by the 
Developer); provided, however, with respect to Table 6, the City will only be obligated to furnish historical financial 
and operating data of the type of information specified and included in such Table and not pro forma or forecasted 
information, and such historical information will include information for the preceding five fiscal years of the Hotel 
Project (or, until the Hotel Project has been in operation for five complete fiscal years, from the opening date of the 
Hotel Project).  The City’s obligation to provide such information does not commence until the end of the City’s 
fiscal year during which the project being financed, in part, with proceeds of the Series 2005 Bonds (the “Hotel 
Project”) first opens for business (which is expected to occur during the City’s fiscal year ending in 2008). 
Additionally, the City is to provide notice to the Issuer when it obtains actual knowledge of the occurrence of any 
material “event” described above. 

The Developer has committed to provide annually to the City, by no later than March 15th of each year, 
beginning with the March 15th that immediately follows the end of each fiscal year of the Hotel Project, during 
which the Hotel Project first opens (which is expected to be in 2008), the financial information and operating data 
with respect to the Hotel Project containing essentially the same type of information as specified and included in 
Table 5 in this Official Statement relating to the Series 2005 Bonds; provided, however, the Developer will only be 
obligated to provide historical financial and operating data of the type of information specified and included in such 
Table and not pro forma or forecasted information, and such historical information will include information for the 
preceding five fiscal years of the Hotel Project (or, until the Hotel Project has been in operation for five complete 
fiscal years, from the opening date of the Hotel Project).  Furthermore, information presented therein to show debt 
service coverages will compare the Net Operating Revenues generated by the Hotel Project during a fiscal year of 
the Hotel Project against the debt service due and payable on the Series 2005 Bonds on the corresponding July 15 
and January 15 debt service payment dates, it being the intention of the parties that debt service payments made on 
such July 15 and January 15 debt service payment dates are to be paid with Net Operating Revenues generated at the 
Hotel Project during a fiscal year ending on December 31. 

Pursuant to the Continuing Disclosure Agreement, the City has obligated itself to provide to each NRMSIR 
and the SID within six months following the end of the City’s fiscal year (which currently means March 31 of each 
year), the information the Developer is committed to provide annually to the City pursuant to the preceding 
paragraph, but the City has no responsibility for the accuracy of such information.  The Developer further agrees 
that such information will clearly indicate that it has been prepared by the Developer (or other appropriate parties) 
and that neither the City nor the Issuer has any responsibility with respect to the accuracy of such information. 

Additionally, the Developer will provide notice to the Issuer when it obtains actual knowledge of the 
occurrence of any material “event”  described above. 

The Issuer, the City, and the Developer will be obligated to observe and perform the covenants specified in 
the Continuing Disclosure Agreement for so long as, but only for so long as, the City or the Developer, as 
applicable, remains an “obligated person” with respect to the Series 2005 Bonds within the meaning of the Rule, 
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except that the Issuer in any event will give notice of any deposit made that causes the Series 2005 Bonds no longer 
to be outstanding. 

No audited financial statements will be required under the Continuing Disclosure Agreement.  However, 
under the Ground Lease, commencing in the first Lease Year after the Lease Commencement Date, Tenant will be 
required to deliver certain quarterly and annual financial statements to the Bond Insurer and the City as Landlord or 
its designee. 

FORWARD LOOKING STATEMENTS 

The statements contained in this Official Statement, including, but not limited to information under the 
heading “PLAN OF FINANCE” and in any other information provided by the parties to the transaction described 
herein that are not purely historical are forward-looking statements, including statements regarding the Issuer’s 
expectations, hopes, intentions, or strategies regarding the future.  Readers should not place undue reliance on 
forward-looking statements.  All forward-looking statements included in this Official Statement are based on 
information available to the Issuer as of the date hereof, and neither the Issuer nor other parties to the transaction 
described herein assumes any obligation to update any such forward-looking statements.  The Issuer’s actual results 
could differ materially from those discussed in such forward-looking statements. 

The forward-looking statements included herein are necessarily based on various assumptions and 
estimates and are inherently subject to various risks and uncertainties, including risks and uncertainties relating to 
the possible invalidity of the underlying assumptions and estimates and possible changes or developments in social, 
economic, business, industry, market, legal, regulatory circumstances, and conditions and actions taken or omitted to 
be taken by third parties, including customers, suppliers, business partners and competitors, and legislative, judicial, 
and other governmental authorities and officials.  Assumptions related to the foregoing involve judgments with 
respect to, among other things, future economic, competitive, and market conditions of future business decisions, all 
of which are difficult or impossible to predict accurately and many of which are beyond the control of the Issuer and 
the other parties to the transaction described herein.  Any of such assumptions could be inaccurate and, therefore, 
there can be no assurance that the forward-looking statements included in this Official Statement will prove to be 
accurate. 

UNDERWRITING 

The Underwriters have agreed, subject to certain conditions, to purchase all of the Series 2005A Bonds 
from the Issuer at an aggregate purchase price to be paid by the Underwriters for the Series 2005A Bonds of 
$128,046,786.60, which amount represents the principal amount of the Series 2005A Bonds, plus net original issue 
premium of $65,736.60 on certain Series 2005A Bonds less an underwriters’ discount of $1,948,950.00.  The 
Underwriters are obligated to purchase all of the Series 2005A Bonds, if any are purchased, such obligations being 
subject to certain terms and conditions set forth in a Purchase Agreement between the Underwriters and the Issuer; 
the approval of certain legal matters by counsel; and certain other conditions.  The initial offering prices for the 
Series 2005A Bonds may be changed from time to time by the Underwriters. 

The Underwriters have agreed, subject to certain conditions, to purchase all of the Taxable Series 2005B 
Bonds from the Issuer at an aggregate purchase price to be paid by the Underwriters for the Series 2005B Bonds of 
$77,041,775.00, which amount represents the principal amount of the Series 2005B Bonds less an underwriters’ 
discount of $1,173,225.00.  The Underwriters are obligated to purchase all of the Taxable Series 2005B Bonds, if 
any are purchased, such obligations being subject to certain terms and conditions set forth in a Purchase Agreement 
between the Underwriters and the Issuer; the approval of certain legal matters by counsel; and certain other 
conditions.  The initial offering prices for the Taxable Series 2005B Bonds may be changed from time to time by the 
Underwriters. 

LEGAL MATTERS 

Certain legal matters incident to the authorization, issuance, placement, and delivery of the Series 2005 
Bonds by the Issuer are subject to the approving opinion of the Attorney General of the State of Texas and the 
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opinion of McCall, Parkhurst & Horton, L.L.P., San Antonio, Texas, and Escamilla & Poneck, Inc., San Antonio, 
Texas, Co-Bond Counsel.  The forms of the opinions of Co-Bond Counsel with respect to each of the Series 2005A 
Bonds and the Taxable Series 2005B Bonds is attached hereto as APPENDIX E and will be available at the time of 
delivery of the Series 2005A Bonds and the Taxable Series 2005B Bonds.  Other than the descriptions of legal 
documents and Co-Bond Counsel’s legal opinions set forth herein under the captions “THE SERIES 2005 BONDS,” 
“SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2005 BONDS,” (but excluding all matters 
described under the captions “Ground Lease and License Agreement,” “Deed of Trust,” “Assignment Agreement,” 
and “Consent, Subordination & Attornment Agreements,”), “TAX MATTERS – SERIES 2005A BONDS,” “TAX 
MATTERS – TAXABLE SERIES 2005B BONDS,” “APPENDIX B – Master Glossary,” (excluding any definitions 
which are not defined in the “Master Glossary of Terms for Financing Documents” or in other Financing 
Documents) and “APPENDIX E – Forms of Co-Bond Counsel Opinions” which have been reviewed by Co-Bond 
Counsel, Co-Bond Counsel has not reviewed nor undertakes any responsibility for any of the information contained 
in this Official Statement.  Certain legal matters will be passed upon for the Underwriters by its counsel, Winstead 
Sechrest & Minick P.C., San Antonio, Texas.  Certain legal matters will be passed upon for the Trustee by its 
counsel, Naman, Howell, Smith & Lee, L.L.P., Austin, Texas.  Certain legal matters pertaining to the Developer will 
be passed upon by Boyar & Miller, P.C., Houston, Texas; pertaining to the Guarantor and the Design/Builder will be 
passed upon by Andrews Kurth LLP, Houston, Texas; pertaining to the Operator by Law Office of San San Lee, Los 
Angeles, California; and pertaining to the Bond Insurer by its inhouse counsel and DLA Piper Rudnick Gray Cary 
US LLP, New York, New York.  Bracewell & Giuliani, LLP, Houston, Texas, has acted as special counsel to the 
City in this transaction in connection with assisting the City in the preparation of the Project Documents which are 
entered into as of the Closing Date.  Certain legal matters pertaining to Marathon will be reviewed by Boyar & 
Miller, P.C., Houston, Texas. The fees of Co-Bond Counsel and Counsel for the Underwriters are contingent upon 
the issuance and delivery of the Series 2005 Bonds. 

McCall, Parkhurst & Horton L.L.P. is acting as Co-Bond Counsel in connection with the issuance of the 
Series 2005 Bonds.  McCall, Parkhurst & Horton L.L.P. has acted as underwriters’ counsel in issuances of other 
obligations by the City.  Escamilla & Poneck, Inc. is acting as Co-Bond counsel in connection with the issuance of 
the Series 2005 Bonds.  Escamilla & Poneck, Inc. has acted as co-underwriters’ counsel in issuances of other 
obligations by the City.  Winstead Sechrest & Minick P.C. is acting as underwriters’ counsel in connection with 
issuance of the Series 2005 Bonds.  Winstead Sechrest & Minick P.C. represents the City from time to time as bond 
counsel in connection with the issuance of other obligations by the City and as special counsel to the City in 
connection with specific matters, and has handled title matters in connection with the Hotel Project. 

The various legal opinions to be delivered concurrently with the delivery of the Series 2005 Bonds express 
the professional judgment of the attorneys rendering the opinions as to the legal issues explicitly addressed therein.  
In rendering a legal opinion, the attorney does not become an insurer or guarantor of that expression of professional 
judgment, of the transaction opined upon, or of the future performance of the parties to the transaction.  Nor does the 
rendering of an opinion guarantee the outcome of any legal dispute that may arise out of the transaction. 
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MISCELLANEOUS INFORMATION  

The financial data and other information contained herein concerning the Convention Center and the City 
Tax Revenues have been obtained from the City’s records, audited financial statements, and other sources which are 
believed to be reliable.  There is no guarantee that any of the assumptions or estimates contained herein will be 
realized.  All of the summaries of the statutes, documents, and ordinances contained in this Official Statement are 
made subject to all of the provisions of such statutes, documents, and ordinances.  These summaries do not purport 
to be complete statements of such provisions and reference is made to such documents for further information.  
Reference is made to original documents in all respects.  This Official Statement, and the execution and delivery of 
this Official Statement, were authorized by the Issuer. 

 CITY OF SAN ANTONIO, TEXAS 
 CONVENTION CENTER HOTEL FINANCE CORPORATION 

 

 By: /s/  Ed Garza  
       Ed Garza, President 
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1. Introduction 

The subject of  the market study  is a proposed 1,000‐room Hyatt convention 
headquarters  hotel  to  be  located  adjacent  to  the  Henry  B.  Gonzalez 
Convention Center in downtown San Antonio, Texas.  Site factors are further 
detailed  in Chapter Two.   We have assumed an opening date of  January 1, 
2008 for this property.  In addition to these rooms, it is assumed that the hotel 
will offer approximately ±75,550 square feet of on‐site meeting and function 
space  inclusive  of  a  32,700‐square‐foot  grand  ballroom,  a  three‐meal,  full‐
service  restaurant,  two  lounges, “Perks” coffee bar, a business center, a gift 
shop,  a  swimming pool  and whirlpool,  an  exercise  room,  and back‐of‐the‐
house facilities typically found in a hotel of this type.  The proposed building 
is further analyzed in Chapter Seven. 

The downtown San Antonio hotel market  continues  to  show  strength over 
regionally competitive cities such as Houston and Dallas.  Dynamics include 
a popular national and international tourism and historic destination as well 
as a world‐class meetings and convention market; these allow the downtown 
San  Antonio  market  to  realize  healthy  occupancy  levels  despite  weaker 
national  economic  conditions  since  late  2000  and  2001.   While  the defined 
downtown market  lacks  significant  levels  of  traditional  corporate  demand 
generators  which  are  generally  concentrated  throughout  suburban  sub‐
markets, a  strong  convention market associated with a popular  leisure and 
tourist destination continues  to bode well  for downtown hotels; conversely, 
however,  consistently  mature  occupancy  levels  and  hotel  demand  has 
spurred  vast development  of  new  hotel  supply  throughout  the downtown 
area within recent years.    

The Henry B. Gonzalez Convention Center has realized production of strong 
convention  room  night  figures  since  1999,  further  assisting  in  the  strength 
and  growth  of  the  city  as  a  premier meetings  and  convention  destination 
which further fortifies an already strong tourism destination.   Between 1999 
and  2000,  the  center  produced  between  678,000  and  700,000  annual  room 

Executive Summary 
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nights; by 2002,  the center’s  strongest year,  room night production  reached 
827,000  (rounded)  room nights before  a modest decline  in  2003.   Year‐end 
2004 figures indicate increase levels of convention business compared to the 
prior year. 

Due  to  advance  booking  and  cyclical  booking  patterns,  the  San  Antonio 
meetings and convention room night production realized the strongest year 
in 2002.   While most markets suffered declines and constriction of  tourism, 
travel, and convention demand levels attributed to factors such as an overall 
decline in convention travel following the terrorist attacks of September 2001 
and  the  economy’s  contraction,  the  San Antonio  area was  able  to  sustain 
markedly  strong  performance. However,  in  2003,  the  center’s  room  night 
production declined by nearly 15% following more national and regional fall‐
out  of  convention  travel  and  room  night  pick‐up  as  well  as  heightened 
competition  from  other  convention  destinations  in  the  nation,  such  as 
Chicago,  Las Vegas,  and Orlando.   Additionally,  nearby  regional markets, 
which  were  not  considered  competitive  in  the  meetings  and  convention 
market  with  San  Antonio,  came  on‐line  with  new  and/or  expanded 
convention  facilities  as well  as headquarters hotel  facilities.   These  include 
Austin, Houston, and the Gaylord Texan  in Grapevine, all with openings  in 
late 2003 or  early 2004.   Convention  trends are  further detailed  in Chapter 
Eight.   

While  hotel  supply  levels  have  remained  generally  stable  throughout  the 
defined, downtown  competitive  set  throughout  the  historical period,  there 
have been additions on  the supply side, outside of  the defined, downtown, 
full‐service  competitive  set.    Positive demand  levels  associated with  travel 
and  tourism,  as well  as  convention  and meetings  demand,  have  negated 
impacts  relating  to  limited‐service  and  extended‐stay  supply  additions 
downtown  in  recent years.   However,  the  rather steady performance of  the 
market  leaders within  the  competitive  set may  begin  to  be  compromised, 
especially  in  average  rate  growth,  as  lower‐rated,  limited‐service  hotels 
continue to enter the inventory.   The following table further illustrates these 
historical market supply and demand trends. 
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Historical Supply and Demand Trends (STR)    

1999 2000 2001 2002 2003 2004 2004 2005

Average Daily Room Count 5,216 5,614 5,614 5,614 5,827 5,827 5,827 5,827
Available Room Nights 1,903,998 2,049,110 2,049,110 2,049,110 2,126,855 2,126,855 180,637 180,637
Change — 7.6 % 0.0 % 0.0 % 3.8 % 0.0 % — 0.0 % 2.2 %

Occupied Room Nights 1,372,566 1,508,527 1,448,429 1,534,085 1,549,877 1,575,675 117,183 113,373
Change — 9.9 % (4.0) % 5.9 % 1.0 % 1.7 % — (3.3) % 2.8 %

Occupancy 72.1 % 73.6 % 70.7 % 74.9 % 72.9 % 74.1 % 64.9 % 62.8 %

Average Rate $134.35 $137.60 $139.98 $142.06 $133.02 $134.90 $126.46 $129.98
Change — 2.4 % 1.7 % 1.5 % (6.4) % 1.4 % — 2.8 % 0.1 %

RevPAR $96.85 $101.30 $98.94 $106.35 $96.93 $99.94 $82.04 $81.58
Change — 4.6 % (2.3) % 7.5 % (8.9) % 3.1 % — (0.6) % 0.6 %

Source: Smith Travel Research

Year-to-Date Through January
Average Annual 
Compounded 

Change: 1999-2004

 

The salability of the San Antonio market as a whole as well as the convention 
center has been challenged by  the  increased competitive environment, on a 
regional basis, as well as the  lack of an adjacent headquarters hotel. The 1.3 
million  total  square  feet  at  the  Henry  B.  Gonzalez  Convention  Center 
includes  the addition of 220,000 square feet of contiguous exhibit space and 
the addition of  the 40,000‐square‐foot Ballroom C as  recently as May 2001.  
While  the  center  realizes  consistent  and  adequate  utilization,  increased 
competition  relating  to  the  presence  of  new  and/or  expanded  convention 
facilities and convention headquarters hotel projects may negatively  impact 
the salability and utilization of  the center  in  the  future. The  following  table 
summarizes  the  factors  cited  as  important  by  meeting  planners  when 
choosing a destination and a host hotel within that destination.   
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Factors in Choosing an Association Meeting Location and Facility 

Top Factors When Choosing Location

Availability of Suitable Hotels 79 % 83 %
Affordability of Destination 81 77
Safety and Security of Destination 42 46
Ease of Transportation 48 43
Transportation Costs 38 43
Distance Traveled by Attendees 48 38
Clean and Unspoiled Environment 28 30
Climate 24 26
Availability of Recreational Facilities 12 18
Sightseeing, Cultural Events, Attractions 14 23
Mandated by By-Laws 27 27
Glamorous/Popular Image of Location 9 16

Top Factors When Choosing Hotel Within Location

Number, Size, and Quality of Meeting Rooms 81 % 88              %
Negotiable Food, Beverage, and Room Rates 73 83              
Cost of Hotel or Meeting Facility 86 84              
Quality of Food Service 65 71              
Number, Size, and Quality of Sleeping Rooms 68 86              
Efficiency of Billing Procedures 53 61              
Availability of Meeting Support Services 53 64              
Assignment of One Staff Person To Handle Meeting 48 61              
Efficiency of Check-in/Check-out Procedures 46 53              
Availability of Exhibit Space 34 57              
Previous Experience in Dealing with Facility and Staff 39 49              
Proximity to Shopping, Restaurants, Off-site Entertainment 22 35              
Number, Size, and Quality of Suites 15 39              
Proximity to Airport 23 26              
Convenience to Other Modes of Transportation 23 26              
Provision of Special Meeting Services 12 21              
Meeting Rooms with Multiple High Speed Lines/Outlets 24 33              
High Speed Internet 23 14              
Other On-site Recreational Facilities 7 14              
On-site Golf Course 3 8                

Association
Meetings Conventions

Association
Meetings Conventions

Source: 2004 Meetings Market Report, Meetings and Conventions Magazine

 

Although the San Antonio CVB markets the convention center with a group 
of adjacent hotels, the overall availability of room blocks has at times limited 
the ability  to provide a competitive convention  room block. Unlike existing 
hotels, the proposed headquarters hotel would be contractually obligated to 
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provide  convention  center  room blocks  through a  room block  commitment 
agreement.  At  the  time  of  this  writing,  a  Room  Block  Commitment 
Agreement  between  the developer  and  the City  of  San Antonio  is  in draft 
form. Readers are advised to review that draft agreement.  

Without the development of the proposed hotel, the City of San Antonio will 
soon be one of a select few cities without a designated, adjacent headquarters 
hotel. This is illustrated in the following table.  

Hotel Presence in Competitive Convention Cities 

Convention Proposed/Planned Adjacent Existing Existing Existing
Center Headquarters Hotel Headquarters Hotel Primary Hotel Primary Hotel Primary Hotel

Orlando Orange County 1,000-rm Peabody Expansion 891-rm Peabody Hotel 2,267-rm Swan & Dolphin 2,000-rm Marriott Many other large Orlando hotels

Chicago McCormick Place         —  800-rm Hyatt 2,019-rm Hyatt Regency 1,543-rm Hilton 1,192-rm Marriott & 1,209-rm Sheraton

Atlanta Georgia World Congress         —  1,067-rm Omni (Expanded) 1,675-rm Marriott 1,264-rm Grand Hyatt 1,224-rm Hilton

Dallas Under Study         —  1,122-rm Hyatt 1,614-rm Wyndham Anatole 1,840-rm Adam's Mark

New Orleans         —  1,616-rm Hilton 1,100 Sheraton 1,344-rm Marriott 1,184-rm Hyatt

Houston         —  1,200-rm Hilton (New) 977-rm Hyatt 350-rm DoubleTree 399-rm Four Seasons

Denver 1,100-rm Hyatt (late 2006)         —  1,225-rm Adam's Mark 613-rm Marriott 511-rm Hyatt

San Diego Convention Center         —  1,303-rm Marriott 1,625-rm Hyatt (Expanded) 450-rm Westin         —     

St. Louis         —  875-rm Renaissance (New) 910-rm Adam's Mark 780-rm Millenium 672-rm Marriott & 538-rm Hyatt

San Antonio Under Study         —  1,001-rm Marriott 632-rm Hyatt 515-rm Marriott

Kansas City         —  946-rm Marriott 731-rm Hyatt 729-rm Westin         —     

Indianapolis         —  587-rm Marriott (New) 573-rm Westin 497-rm Hyatt 424-rm Omni

Charlotte         —  700-rm Westin (New) 613-rm Adam's Mark 434-rm Marriott 407-rm Hilton

Austin         —  800-rm Hilton (New) 446-rm Hyatt 413-rm Radisson 375-rm Omni

Fort Worth 600-rm Omni Hotel         —  517-rm Radisson 504-rm Renaissance 430-rm Fort Worth Plaza Hotel

Birmingham         —  770-rm Sheraton 298-rm Radisson         —             —     

Tampa Convention Center         —  717-rm Marriott (New) 521-rm Hyatt 299-rm Wyndham 312-rm Holiday Inn

Memphis 202-rm Marriott Expansion 400-rm Marriott 468-rm Peabody 280-rm Radisson         —   

Downtown San Antonio and corresponding convention demand levels have 
already  begun  to  face  stiffer  competition,  as  the Gaylord Texan  opened  in 
early April 2004 in Grapevine, Texas with 1,500 guestrooms and over 400,000 
square  feet  of  meeting  and  exhibition  space.  Additionally,  the  800‐room 
Hilton Austin opened in late 2003/early 2004 with ±60,000 square feet of on‐
site meeting and function space adjacent to the expanded Austin Convention 
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Center while the 1,200‐room Hilton opened within a similar time frame at the 
George R. Brown Convention Center in Houston.  

While  the  presence  of  a  headquarters  hotel  downtown  would  lessen  the 
impact of the Gaylord Texan and other regional headquarters hotel openings 
such as Austin and Houston on  the city of San Antonio hotel,  the  lack of a 
headquarters hotel is not the only factor limiting the center’s ability to attract 
convention  events. Now  that  headquarters  hotels  are  becoming more  the 
norm nationwide,  rather  than  the  exception  to  the norm, meeting planners 
are placing an increasingly greater emphasis on other complementary factors, 
such  as  the  attractiveness  of  the  convention  experience  within  the  local 
neighborhood. The downtown San Antonio market has benefited in the past 
from its focus as a national and international tourism destination inclusive of 
historical  and  cultural  enhancements  throughout  the  downtown  tourist 
district.    Its  ability  to  attract  tourism  is  on  par  with  similar  successful 
convention cities such as Chicago, New Orleans, and San Diego. 

These  factors,  as  well  as  the  demonstrated  levels  of  turn‐away  demand 
presented  by  the  convention  bureau  and  examples  of  other  headquarters 
hotel  openings,  are  utilized  in  the  development  of  our  induced  demand 
estimate.    This  is  presented  in  Chapter  Eight,  which  is  followed  by  our 
estimates of occupancy and average room rate which are detailed in Chapters 
Nine and Ten. 

Chapter Eleven details our income and expense projection, which is based on 
a  review  of  comparable  operations  and  local market  revenue  and  expense 
factors.   We also take into consideration the living wage requirement of this 
project.    The  tables  on  the  following  pages  present  our  projection:  first,  a 
detailed  forecast  through  the  fifth  projection  year,  including  amounts  per 
available  room  (PAR)  and  per  occupied  room  (POR);  second,  a  summary 
forecast through the tenth projection year.   The forecasts pertain to calendar 
operating  years  beginning  February  1,  2008,  and  are  expressed  in  inflated 
dollars for each year. 
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Detailed Forecast of Income and Expense, Proposed Headquarters Hotel, San Antonio, Texas  

2008  (Begins February ) 2009 2010 Stabilized 2012
Number of Rooms: 1000 1000 1000 1000 1000
Occupancy: 66% 71% 75% 76% 76%
Average Rate: $155.79 $162.11 $169.48 $175.28 $180.53
RevPAR: $102.82 $115.09 $127.11 $133.21 $137.21
Days Open: 334 365 365 365 365
Occupied Rooms: 220,440 %Gross  PAR   POR   259,150 %Gross  PAR   POR   273,750 %Gross  PAR   POR   277,400 %Gross  PAR   POR   277,400 %Gross  PAR   POR   
REVENUE
   Rooms $34,342 64.7 % $34,342 $155.79 $42,010 65.5 % $42,010 $162.11 $46,396 66.2 % $46,396 $169.48 $48,621 66.4 % $48,621 $175.27 $50,080 66.4 % $50,080 $180.53
   Food 13,648 25.7 13,648 61.91 16,203 25.2 16,203 62.52 17,382 24.8 17,382 63.50 18,082 24.7 18,082 65.18 18,624 24.7 18,624 67.14
   Beverage 1,803 3.4 1,803 8.18 2,140 3.3 2,140 8.26 2,296 3.3 2,296 8.39 2,388 3.3 2,388 8.61 2,460 3.3 2,460 8.87
   Telephone 819 1.5 819 3.71 983 1.5 983 3.79 1,064 1.5 1,064 3.89 1,109 1.5 1,109 4.00 1,142 1.5 1,142 4.12
   Garage/Parking 549 1.0 549 2.49 630 1.0 630 2.43 660 0.9 660 2.41 682 0.9 682 2.46 703 0.9 703 2.53
   Other Income 1,921 3.6 1,921 8.71 2,207 3.4 2,207 8.51 2,309 3.3 2,309 8.44 2,388 3.3 2,388 8.61 2,460 3.3 2,460 8.87
     Total Revenues 53,081 100.0 53,081 240.79 64,173 100.0 64,173 247.63 70,107 100.0 70,107 256.10 73,270 100.0 73,270 264.13 75,469 100.0 75,469 272.06
DEPARTMENTAL EXPENSES *
   Rooms 8,486 24.7 8,486 38.50 9,817 23.4 9,817 37.88 10,330 22.3 10,330 37.74 10,697 22.0 10,697 38.56 11,018 22.0 11,018 39.72
   Food & Beverage 11,466 74.2 11,466 52.02 13,207 72.0 13,207 50.96 13,850 70.4 13,850 50.59 14,329 70.0 14,329 51.65 14,759 70.0 14,759 53.20
   Telephone 690 84.3 690 3.13 796 80.9 796 3.07 836 78.6 836 3.05 865 78.0 865 3.12 891 78.0 891 3.21
   Garage/Parking 354 64.5 354 1.61 399 63.2 399 1.54 411 62.2 411 1.50 423 62.0 423 1.53 436 62.0 436 1.57
   Other Expenses 1,087 56.6 1,087 4.93 1,231 55.8 1,231 4.75 1,274 55.2 1,274 4.65 1,313 55.0 1,313 4.74 1,353 55.0 1,353 4.88
      Total 22,084 41.6 22,084 100.18 25,449 39.7 25,449 98.20 26,701 38.1 26,701 97.54 27,627 37.7 27,627 99.59 28,456 37.7 28,456 102.58
DEPARTMENTAL INCOME 30,997 58.4 30,997 140.61 38,724 60.3 38,724 149.43 43,406 61.9 43,406 158.56 45,643 62.3 45,643 164.54 47,013 62.3 47,013 169.48
UNDISTRIBUTED OPERATING EXPENSES
   Administrative & General 3,483 6.6 3,483 15.80 3,986 6.2 3,986 15.38 4,164 5.9 4,164 15.21 4,305 5.9 4,305 15.52 4,434 5.9 4,434 15.98
   Marketing 4,478 8.4 4,478 20.32 5,124 8.0 5,124 19.77 5,354 7.6 5,354 19.56 5,534 7.6 5,534 19.95 5,700 7.6 5,700 20.55
   Prop. Operations & Maint. 2,488 4.7 2,488 11.29 2,847 4.4 2,847 10.99 2,974 4.2 2,974 10.87 3,075 4.2 3,075 11.08 3,167 4.2 3,167 11.42
   Energy 1,592 3.0 1,592 7.22 1,822 2.8 1,822 7.03 1,904 2.7 1,904 6.95 1,968 2.7 1,968 7.09 2,027 2.7 2,027 7.31
      Total 12,042 22.7 12,042 54.63 13,779 21.4 13,779 53.17 14,396 20.4 14,396 52.59 14,881 20.4 14,881 53.65 15,328 20.4 15,328 55.26
HOUSE PROFIT 18,955 35.7 18,955 85.99 24,945 38.9 24,945 96.26 29,010 41.5 29,010 105.97 30,762 41.9 30,762 110.89 31,685 41.9 31,685 114.22
Management Fee 1,327 2.5 1,327 6.02 1,925 3.0 1,925 7.43 2,454 3.5 2,454 8.96 2,564 3.5 2,564 9.24 2,641 3.5 2,641 9.52
INCOME BEFORE FIXED CHARGES 17,628 33.2 17,628 79.97 23,020 35.9 23,020 88.83 26,557 38.0 26,557 97.01 28,197 38.4 28,197 101.65 29,044 38.4 29,044 104.70
FIXED EXPENSES
   Property Taxes 2,646 5.0 2,646 12.00 2,686 4.2 2,686 10.36 2,726 3.9 2,726 9.96 2,767 3.8 2,767 9.97 2,850 3.8 2,850 10.27
   Insurance 742 1.4 742 3.36 835 1.3 835 3.22 860 1.2 860 3.14 886 1.2 886 3.19 912 1.2 912 3.29
   Reserve for Replacement 531 1.0 531 2.41 1,230 1.9 1,230 4.75 2,045 2.9 2,045 7.47 2,198 3.0 2,198 7.92 2,956 3.9 2,956 10.66
     Total 3,918 7.4 3,918 17.78 4,751 7.4 4,751 18.33 5,630 8.0 5,630 20.57 5,851 8.0 5,851 21.09 6,718 8.9 6,718 24.22
NET INCOME $13,710 25.8 % $13,710 $62.19 $18,269 28.5 % $18,269 $70.50 $20,926 30.0 % $20,926 $76.44 $22,347 30.4 % $22,347 $80.56 $22,326 29.5 % $22,326 $80.48

* Departmental expenses are expressed as a percentage of departmental revenues.  
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Summary Forecast of Income and Expense, Proposed Headquarters Hotel, San Antonio, Texas  

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Number of Rooms: 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000
Occupied Rooms: 220,440 259,150 273,750 277,400 277,400 277,400 277,400 277,400 277,400 277,400
Occupancy: 66% 71% 75% 76% 76% 76% 76% 76% 76% 76%
Average Rate: $155.79 % of $162.11 % of $169.48 % of $175.28 % of $180.53 % of $185.95 % of $191.53 % of $197.27 % of $203.19 % of $209.29
RevPAR: $102.82 Gross $115.09 Gross $127.11 Gross $133.21 Gross $137.21 Gross $141.32 Gross $145.56 Gross $149.93 Gross $154.43 Gross $159.06
REVENUE
   Rooms $34,342 64.7 % $42,010 65.5 % $46,396 66.2 % $48,621 66.4 % $50,080 66.4 % $51,582 66.4 % $53,130 66.4 % $54,724 66.4 % $56,366 66.4 % $58,056 66.4 %
   Food 13,648 25.7 16,203 25.2 17,382 24.8 18,082 24.7 18,624 24.7 19,183 24.7 19,759 24.7 20,351 24.7 20,962 24.7 21,591 24.7
   Beverage 1,803 3.4 2,140 3.3 2,296 3.3 2,388 3.3 2,460 3.3 2,534 3.3 2,610 3.3 2,688 3.3 2,769 3.3 2,852 3.3
   Telephone 819 1.5 983 1.5 1,064 1.5 1,109 1.5 1,142 1.5 1,176 1.5 1,212 1.5 1,248 1.5 1,285 1.5 1,324 1.5
   Garage/Parking 549 1.0 630 1.0 660 0.9 682 0.9 703 0.9 724 0.9 746 0.9 768 0.9 791 0.9 815 0.9
   Other Income 1,921 3.6 2,207 3.4 2,309 3.3 2,388 3.3 2,460 3.3 2,534 3.3 2,610 3.3 2,688 3.3 2,769 3.3 2,852 3.3
      Total 53,081 100.0 64,173 100.0 70,107 100.0 73,270 100.0 75,469 100.0 77,732 100.0 80,065 100.0 82,467 100.0 84,941 100.0 87,489 100.0
 DEPARTMENTAL EXPENSES*
   Rooms 8,486 24.7 9,817 23.4 10,330 22.3 10,697 22.0 11,018 22.0 11,348 22.0 11,689 22.0 12,039 22.0 12,400 22.0 12,772 22.0
   Food & Beverage 11,466 74.2 13,207 72.0 13,850 70.4 14,329 70.0 14,759 70.0 15,202 70.0 15,658 70.0 16,127 70.0 16,611 70.0 17,110 70.0
   Telephone 690 84.3 796 80.9 836 78.6 865 78.0 891 78.0 918 78.0 945 78.0 973 78.0 1,003 78.0 1,033 78.0
   Garage/Parking 354 64.5 399 63.2 411 62.2 423 62.0 436 62.0 449 62.0 462 62.0 476 62.0 490 62.0 505 62.0
   Other Expenses 1,087 56.6 1,231 55.8 1,274 55.2 1,313 55.0 1,353 55.0 1,393 55.0 1,435 55.0 1,478 55.0 1,523 55.0 1,568 55.0
      Total 22,084 41.6 25,449 39.7 26,701 38.1 27,627 37.7 28,456 37.7 29,310 37.7 30,189 37.7 31,095 37.7 32,027 37.7 32,988 37.7
DEPARTMENTAL INCOME 30,997 58.4 38,724 60.3 43,406 61.9 45,643 62.3 47,013 62.3 48,423 62.3 49,876 62.3 51,372 62.3 52,914 62.3 54,500 62.3
UNDISTRIBUTED OPERATING EXPENSES
   Administrative & General 3,483 6.6 3,986 6.2 4,164 5.9 4,305 5.9 4,434 5.9 4,567 5.9 4,704 5.9 4,845 5.9 4,990 5.9 5,140 5.9
   Marketing 4,478 8.4 5,124 8.0 5,354 7.6 5,534 7.6 5,700 7.6 5,871 7.6 6,048 7.6 6,229 7.6 6,416 7.6 6,608 7.6
   Prop. Operations & Maint. 2,488 4.7 2,847 4.4 2,974 4.2 3,075 4.2 3,167 4.2 3,262 4.2 3,360 4.2 3,461 4.2 3,564 4.2 3,671 4.2
   Energy 1,592 3.0 1,822 2.8 1,904 2.7 1,968 2.7 2,027 2.7 2,088 2.7 2,150 2.7 2,215 2.7 2,281 2.7 2,350 2.7
      Total 12,042 22.7 13,779 21.4 14,396 20.4 14,881 20.4 15,328 20.4 15,788 20.4 16,261 20.4 16,749 20.4 17,252 20.4 17,769 20.4
HOUSE PROFIT 18,955 35.7 24,945 38.9 29,010 41.5 30,762 41.9 31,685 41.9 32,635 41.9 33,615 41.9 34,623 41.9 35,662 41.9 36,731 41.9
Management Fee 1,327 2.5 1,925 3.0 2,454 3.5 2,564 3.5 2,641 3.5 2,721 3.5 2,802 3.5 2,886 3.5 2,973 3.5 3,062 3.5
INCOME BEFORE FIXED CHARGES 17,628 33.2 23,020 35.9 26,557 38.0 28,197 38.4 29,044 38.4 29,914 38.4 30,812 38.4 31,737 38.4 32,689 38.4 33,669 38.4
FIXED EXPENSES
   Property Taxes 2,646 5.0 2,686 4.2 2,726 3.9 2,767 3.8 2,850 3.8 2,936 3.8 3,024 3.8 3,114 3.8 3,208 3.8 3,304 3.8
   Insurance 742 1.4 835 1.3 860 1.2 886 1.2 912 1.2 939 1.2 968 1.2 997 1.2 1,027 1.2 1,057 1.2
   Reserve for Replacement 531 1.0 1,230 1.9 2,045 2.9 2,198 3.0 2,956 3.9 3,109 4.0 3,203 4.0 3,299 4.0 3,398 4.0 3,500 4.0
     Total 3,918 7.4 4,751 7.4 5,630 8.0 5,851 8.0 6,718 8.9 6,984 9.0 7,194 9.0 7,410 9.0 7,632 9.0 7,861 9.0
NET INCOME $13,710 25.8 % $18,269 28.5 % $20,926 30.0 % $22,347 30.4 % $22,326 29.5 % $22,930 29.4 % $23,619 29.4 % $24,327 29.4 % $25,057 29.4 % $25,808 29.4 %

1 1 1 1 1 1 1 1 1 1
*Departmental expenses are expressed as a percentage of departmental revenues.

% of
Gross
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The  subject  property  is  expected  to  serve  as  the  primary  convention 
headquarters hotel  for groups utilizing  the San Antonio Convention Center 
in downtown San Antonio, Texas.   The term “headquarters” is given to that 
hotel which serves as  the center of operations  for an event occurring  in  the 
city’s convention center.  This hotel typically dedicates the largest room block 
to  the  event,  sometimes devoting  up  to  90%  of  its  room  count during  the 
peak  day(s)  of  the  convention  to  that  specific  group.    The  headquarters 
property also handles a majority of the food and beverage needs of the group 
(outside of those held in the convention center), in particular receptions and 
banquet  lunches  and  dinners.   While  the  adjacent  convention  center may 
handle  the  large‐scale  exhibits  and meetings,  the  convention  headquarters 
hotel will  often handle  smaller  ancillary meetings  and breakouts,  and pre‐ 
and post‐group meetings. 

The headquarters property typically features one of the larger room counts in 
the  given market with  one  of  the  larger  ballrooms.    The most  prominent 
brands  for a convention headquarters hotel  include Hyatt, Hilton, Marriott, 
Starwood’s Westin  and  Sheraton  brands, Omni,  and Peabody.   Our  report 
will feature an extensive review of regionally‐significant headquarters hotels, 
as  these  facilities will compete with  the subject property for regionally‐ and 
nationally‐based meeting demand. 

The  objective  of  this  report  is  to  evaluate  the  supply  and  demand  factors 
affecting  the market  for hotel  accommodations  in  the  San Antonio  area  as 
well as those factors affecting the market for regional and national meetings 
demand, for the purpose of developing an income and expense projection for 
the proposed Hyatt facility.  

This  market  study  is  being  prepared  for  use  by  City  of  San  Antonio  in 
connection with the development of the subject property. This study should 
be used only for its intended purpose. Readers are advised to read the study 
in  its  entirety with  the understanding  that  future event and  circumstances, 
not  anticipated  in  this  report  may  occur  and  that  those  events  and 
circumstances  could  cause material  differences  between  the  projected  and 
actual performance of the hotel. 

Definition of the 
Convention Headquarters 
Hotel 

Objective of the Market 
Study 

Use of the Study 
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The methodology used to develop this market study is based on the market 
research and analysis techniques set forth in the textbooks authored by HVS 
International  for  the American  Institute  of Real  Estate Appraisers  and  the 
Appraisal Institute, entitled The Valuation of Hotels and Motels,1   Hotels, Motels 
and  Restaurants:  Valuations  and  Market  Studies,2    The  Computerized  Income 
Approach to Hotel/Motel Market Studies and Valuations,3  and Hotels and Motels: A 
Guide  to Market Analysis,  Investment Analysis,  and Valuations.4       The  specific 
steps of which are as follows: 

1. The  physical  orientation  of  the  subject  site with  respect  to  access  and 
visibility  to  highways,  other  forms  of  transportation  and  the  local 
demand  for  transient and meeting accommodations was analyzed.   We 
also  reviewed  the  supportive  nature  of  surrounding  land  uses  as  they 
related to demand trends and the proposed subject property. 

 
2. The demand  for  transient and meeting and group accommodations was 

investigated  to  identify  the  various  generators  of  visitation  operating 
within the local market.  The current and anticipated potential of each of 
these market segments was evaluated to determine the extent of existing 
and  future  demand.    Interviews  with  officials  of  business  and 
government, as well as statistical data collected during the fieldwork, was 
useful in locating and quantifying transient demand.   

 
3. The  market  orientation  of  area  lodging  facilities  was  evaluated  to 

determine their competitive position with respect to the proposed subject 
property.  Those properties displaying similar market attributes received 
a  physical  inspection,  along with  selective management  interviews,  to 
estimate  levels  of  occupancy,  room  rates,  operating  ratios,  market 
segmentation and other pertinent operational characteristics.  Some of the 

                                                      
1 Stephen Rushmore, The Valuation of Hotels and Motels. (Chicago: American Institute 
of Real Estate Appraisers, 1978). 
2  Stephen  Rushmore, Hotels, Motels  and  Restaurants:  Valuations  and Market  Studies. 
(Chicago: American Institute of Real Estate Appraisers, 1983). 
3 Stephen Rushmore, The Computerized Income Approach to Hotel/Motel Market Studies 
and Valuations. (Chicago: American Institute of Real Estate Appraisers, 1990). 
4  Stephen Rushmore, Hotels  and Motels: A Guide  to Market Analysis,  Investment 
Analysis, and Valuations. (Chicago: Appraisal Institute, 1992). 

Method of Study 
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competitive factors that were specifically reviewed include: location, type 
and quality of facilities, rate structure (daily, weekly, monthly), physical 
condition, management expertise and chain affiliation. 

 
4. Statistical  data  relating  to  general  economic  and  demographic  trends 

often foreshadows future potential for market areas and neighborhoods.  
Interviews with  local  Chambers  of  Commerce,  economic  development 
agencies and other  related organizations, along with an  investigation of 
the  subject  propertyʹs  primary market  area  revealed  patterns  reflecting 
stability with a moderate amount of growth.   

 
5. Expense  factors  relating  to  local  conditions  such  as  labor,  food  and 

beverage costs, energy rates, assessed values and taxes were researched.  
We utilized actual expense experience from comparable properties in the 
economic portions of our report. 

 
6. Through  interviews  with  hotel  operators,  developers,  governmental 

officials  and  others,  we  ascertained  the  status  of  projects  under 
construction, proposed or rumored which might be competitive with the 
subject property. 

 
7. Based on the data and information gathered during the fieldwork phase, 

along  with  our  extensive  library  of  actual  hotel  operating  statements, 
financial  statistics,  area  hotel  trends  and  investor  requirements,  we 
performed  a  supply  and  demand  analysis  for  the  subject  property  to 
determine  its  anticipated  market  orientation  and  competitive  position 
with  respect  to  other  lodging  facilities.    This  analysis  resulted  in  a 
quantification and documentation of probable future trends in the subject 
propertyʹs occupancy, average rate, and overall rooms revenues. 

 
8. A projection of  income and expenses representing future expectations of 

income potential was made  for a  ten‐year period of  time.   This analysis 
utilized HVS  software,  a  sophisticated  computerized  financial  analysis 
package, developed by Stephen Rushmore, CRE, CHA, MAI and Suzanne 
Mellen,  CRE, MAI.      The  logic  behind  the  projection  of  income  and 
expense  is based on  the premise  that hotel revenues and expenses have 
one  component  that  is  fixed  and  another  that  varies  directly  with 
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occupancy  and  facility  usage.    The  software  takes  a  known  level  of 
revenue or expense and calculates the fixed and variable component.  The 
fixed  component  is  then held  constant while  the variable  component  is 
adjusted  for  the  percent  change  between  the  projected  occupancy  and 
facility usage that produced the known level of revenue or expense.  Our 
projected  income  and  expense  statement  conforms  with  the  Uniform 
System  of  Accounts  for  Hotels  and  includes  a  detailed  line‐by‐line 
account of all revenue sources and expenses. 

 
Upon completion, we have assumed that the subject property will be owned 
and  managed  Hyatt  Hotels  Corporation.      For  the  purposes  of  our 
projections, we have stipulated a 2.5% management fee in the first projection 
year followed by 3.0% in the second year, before reaching base level of 3.5% 
in 2010.  This information was provided for this report by Hyatt. 

Hyatt  Corporation  opened  its  first  hotel  property  on  September  27,  1957.  
Hyatt Hotels and Resorts are managed by two separate groups of companies.  
Hyatt Hotels Corporation and its subsidiaries operate, lease, and franchise in 
the  United  States,  Canada,  and  the  Caribbean.      Subsidiaries  of  Hyatt 
International Corporation operate  in 39  countries.   Originally named Hyatt 
House, Hyattʹs first property at Los Angeles International Airport was owned 
by a local entrepreneur by the name of Hyatt R. von Dehn.  During the next 
decade, Hyatt hotels expanded rapidly along the West Coast and in 1967 the 
Hyatt  name  became  known worldwide  following  the  opening  the worldʹs 
first atrium hotel in Atlanta.  Hyatt Regency hotels are Hyattʹs core brand of 
hotels.    In  1980, Grand Hyatt  and  Park Hyatt  brands were  introduced  to 
further identify and market the diverse types of Hyatt properties worldwide. 
Grand Hyatt  hotels  are  located  in  culturally  rich  destinations  that  attract 
leisure  and  business  travelers,  as  well  as  large‐scale  meetings  and 
conventions.  Park Hyatt hotels are the companyʹs smaller, luxury hotels.   

HVS International completed its fieldwork and analysis during the months of 
February and March 2005.   

Management Company 
and Affiliation 

Pertinent Dates 
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2. Description of the Real Estate  

The suitability of the land for the operation of a convention headquarters 
hotel is an important consideration affecting the economic viability of a 
proposed property and its overall potential for revenue generation.  Factors 
such as proximity of the convention center, proximity of leisure attractions 
and shopping, proximity to other complementary demand generators, site 
size, topography, access, visibility, and the availability of utilities have a direct 
impact on the desirability of a particular site.  

The site under consideration for potential hotel development is adjacent to 
the Henry B. Gonzalez Convention Center, and is indicated on the following 
map. 

Site Characteristics 
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Development Site 

 

The subject site is positioned directly northeast of the Lila Cockrell Theater 
and eastern-most convention center facilities, within the southwest quadrant 
of the intersection formed by Bowie and Market streets.  Aside from its 
immediate access to and from the convention center, the subject site is also 
well-positioned among multiple, popular attractions of the downtown area 
including the Alamo, the Rivercenter Mall, the Alamodome, and the 
Riverwalk.  The subject site is reportedly one of few parcels along the 
Riverwalk which is suitable and available for future hotel development.  

For the purposes of our study, we have assumed that the parcel designated 
for hotel use will be of ample size to contain the recommended improvements 
and necessary parking.  According to information provided by 
representatives of the San Antonio Convention Center Hotel Advisory Board, 
the subject site encompasses a roughly 118,850 square foot area. We have 
assumed that the development of the site with hotel use will fall within city 
guidelines for property development and will conform to applicable city and 
county development guidelines.  Hence, we assume that all necessary permits 
and approvals will be secured (including an appropriate liquor license), and 
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that the subject property will be constructed in accordance with local zoning 
ordinances, building codes, and all other applicable regulations. According to 
information provided by representatives of the city, development on the site 
is not restricted by height, floor area ratio, or setback requirements.  We 
assume that a flood zone analysis would be completed and that appropriate 
insurance would be obtained for this risk if deemed necessary. 

We have been informed of and assume that the subject site will be served by 
all necessary utilities.  These should be acquired from the most cost effective 
providers.  Geological and soil reports were not provided to the consultants 
or made available for review during the preparation of this report.  The 
consultants are not qualified to evaluate soil conditions other than by a visual 
inspection of the surface.  No extraordinary conditions were apparent.  
Moreover, the consultants have not been informed of any site-specific 
nuisances or hazards, and there were no visible signs of toxic ground 
contaminants at the time of our inspection.  Because the consultants are not 
experts in this field, we do not warrant the absence of hazardous waste, and 
we urge the reader to obtain an independent analysis of these factors. 

The suitability of the neighborhood for a convention headquarters hotel and 
the accessibility to local demand generators are important factors when 
analyzing a marketplace.  Corporate travelers prefer hotels close to their 
places of business, while leisure travelers prefer accommodations close to 
restaurants, museums, theaters, stores, and other attractions.  Meeting 
travelers prefer lodging close to their meeting facility and to the amenities 
popular with leisure travelers.  

As noted, the site is located adjacent to the convention center, which is ideal 
for serving this demand generator.  The center anchors the eastern 
boundaries of downtown San Antonio, and is bordered by Market Street to 
the north, the Riverwalk and South Alamo Street to the west, Hemisfair Park 
to the south, and South Bowie Street followed by Interstate 37 to the east.  
Other sites in this general area are improved with municipal buildings and 
hotels, as well as shopping and retail venues, parking structures, parks, and 
historical sites.  Convention travelers prefer to be in close proximity to stores, 
restaurants, and performing arts venues.  The primary shopping, restaurant, 
and entertainment areas are within very close proximity to the subject site; 
the Rivercenter retail complex is only one block north of the property.  

The added importance of the proximity and inclusion of the Alamodome into 
the convention complex must also be emphasized.  Generally regarded as a 

Neighborhood and 
Access to Demand 
Generators 
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sports complex and facility, the Alamodome is located within roughly one-
quarter mile of the subject site and the existing convention center complex.  
Physical attributes of the venue encompass 160,000 square feet of contiguous 
exhibit floor space, 16 meeting rooms totaling over 30,000 square feet of 
conference space, 38 private club-level suites, and an 8-truck-bay loading dock 
and holding area.  The Alamodome can be configured to accommodate 
groups ranging in size from 10,000 to just over 77,000 in attendance.  Like 
Henry B. Gonzalez, the Alamodome features high-tech voice data, audio, and 
video systems, along with catering functions, and efficient vertical 
transportation; the facility also houses over 2,800 on-site parking spaces 
specific to the complex.  Additionally, although located east of I-37, the 
Alamodome is serviced by all downtown trolleys as well as a pedestrian 
walkway from the convention center.   

Neighborhood Map 

 

Downtown redevelopment projects emerged beginning in the mid- to late 
1990s as financing incentives were made available to developers trying to 
renovate older, vacant buildings.  This revitalization continues today, and is 
transforming central downtown into an even more vibrant neighborhood.  
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Because the city of San Antonio benefits from being a cultural, historical, and 
tourism destination within Texas and the nation, continued downtown 
improvements are vital to continued urban development and sustainable 
tourism efforts.  In addition to the development of the proposed subject 
property as an integral component of downtown redevelopment efforts, the 
following is a list of downtown redevelopment projects currently underway 
according to the city’s department of economic development. 

• Houston Street Project – this historic downtown commercial district will 
experience a renewed street scene including live theatre, musical 
performances, Broadway shows, museums, shops, restaurants, and bars. 
In addition to cultural development along Houston Street, the 
revitalization is expected to promote further commercial and residential 
activity in the surrounding area. 

• Crockett Street Project – a public/private partnership intended to 
revitalize three vacant historic buildings, to provide an accessible 
connection between the Riverwalk and Crockett Street, and provide a 
subterranean connection between the renovated buildings and the 
Riverwalk. In connection with improvements to the Riverwalk along 
Crockett Street between St. Mary's and Navarro Streets, an elevator will be 
installed connecting river level to street level. This project will be financed 
by City debt instruments supported by the Tax Increment Fund. 

In addition, the downtown San Antonio marketplace has benefited from vast 
commercial development and redevelopment efforts in the form of 
commercial projects such as hotels, restaurants, and entertainment venues. 
Several years ago, residential redevelopment interest in the downtown area 
was sparked in older, historic office buildings which have long since been 
vacated. This new interest in downtown development first began in the 
bordering districts, which featured many low-rise, vacant, historic buildings 
that were well-suited for loft apartment conversions.  The following is a list of 
select commercial and residential projects, provided the city’s economic 
development department, which are either recently completed or currently 
underway in downtown San Antonio. 

• Friedrick Building, 1617 E. Commerce – residential and commercial. 

• Matthews/Higbie Complex, block bounded by Commerce, Presa, Market, 
and Navarro – three restaurants and a 12- to 17-room boutique hotel. 
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• Aztec Theater Development, Crockett Street – restaurant and 
entertainment complex; estimated capital budget of $13,000,000 with 
target completion of fall 2006.   

• Peterson Building, 235 E. Crockett Street – building renovation and 
restaurant project; estimated capital budget of $1,500,000; the project was 
completed in fall 2004. 

• Vallaje Del Rio, Broadway and Avenue A – 253 upscale apartment units, 
retail, and office spanning two city blocks; estimated capital budget of 
$17,500,000 and spring 2005 completion date.  

• Victoria Courts Redevelopment, Durango at Labor – mixed use 
redevelopment including both commercial and residential components; 
estimated capital budget of $65,000,000 with a summer 2007 completion 
time frame.  

• Hotel Contessa, 315 Commerce Street – 265-unit, 12-story, all-suite hotel; 
estimated $30,000,000 development budget.  The hotel is being developed 
by Hixon Properties and Hines Interests.  The scheduled opening date is 
set for November 1, 2005. 

• Travis Park Lofts, 218 E. Travis – redevelopment of Frost Brothers 
Building into a 17-unit condominium complex. 

• San Fernando Community Center, Commerce at Cammeron – 3 stories 
and 30,000 square feet including a 1,000-seat banquet hall, cathedral 
offices, and meeting/class rooms.  

• Museo Americano, Santa Rosa at Commerce – Smithsonian affiliate, 
official state Latino museum including 15,000 square feet of exhibit space. 

Various additional projects are considered either anticipated and/or proposed 
at this time for development within San Antonio’s downtown commercial 
and tourism center.  Additional projects include proposed hotels, pedestrian 
improvements, and commercial conversions, among others.   

Continued aggressive development and redevelopment efforts, proposed by 
both public and private interests, are expected to bode well for continued 
success in terms of historical preservation efforts, tourism, and commercial 
expansion throughout the downtown neighborhood.  Overall, the outlook for 
downtown San Antonio remains strong and encouraging.  The highly 
supportive nature of the already-popular tourist and historical district, 
including shopping, entertainment, and lodging venues, bodes extremely 
well for convention and meeting demand, historically and in the future.   
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It is important to analyze a lodging facility's ease of access with respect to 
regional transportation routes in the area.  In general, Bexar County enjoys 
excellent accessibility to points throughout the region.  The following map 
illustrates San Antonio’s location and the major interstate highways that serve 
the city. 

Regional Accessibility  

 

The subject site enjoys very good accessibility via a variety of local, county, 
state, and interstate highways. The major interstates are 10, 35, and 37.  
Additional regional roadways and arteries serving the San Antonio area 
include U.S. Highway 281, a north-south highway known as the McAllister 
Freeway and U.S. Highway 90, an east-west highway, extending through the 
south-central regions of the United States. 

Interstate 10 is a major cross country route, commencing in the Los Angeles 
metropolitan area in southern California and traversing eastward to its 
eastern terminus in Jacksonville, Florida. Along this route, the interstate 
serves as the major expressway through southern Texas, linking El Paso on 
the western edge of the state with San Antonio in the central portion to 

Regional Access 
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Houston and Beaumont further east.  Interstate 35 is a primary north-south 
interstate extending from north of Duluth, Minnesota, south through Iowa, 
Kansas, Oklahoma, and northern Texas before reaching San Antonio and 
continuing southward to the Mexico border.  Through Texas, Interstate 35 
links the Dallas/Fort Worth Metroplex with Austin and San Antonio to the 
south.  Interstate 10 is located roughly two miles west of the subject, accessed 
by passing through the downtown district.   Interstate 35 is located roughly 
two miles to the north and can be directly accessed off of U.S. Highway 281.   
Creating a loop around the San Antonio metropolitan area, Interstate 410 is 
roughly 8 miles east and 9 miles north of the subject property. 

Accessibility has been a primary factor in San Antonio’s success as a regional 
and national meeting place. This accessibility is a function of the variety of 
transportation services that serve the area, including major highways and the 
San Antonio International Airport.  Overall, accessibility within the market of 
proposed subject is considered very good. 

Local access to the downtown San Antonio area and the subject site is 
convenient from the various regional transportation routes that converge 
upon the downtown area. The street network in the downtown area, both 
east/west and north/south, is typically characterized by an alternating, one-
way traffic pattern. Although accessing different sites in the downtown area 
may require looping around the block depending on the entry point to the 
area, the one-way streets generally provide improved overall local access in 
the downtown area. 

The site is adjacent to the convention center and the Riverwalk. The hotel 
tower should enjoy adequate visibility within the market.  However, because 
the property is not expected to generate a considerable amount of highway-
related demand from motorists passing on the surrounding regional 
transportation routes, this visibility attribute is not considered a significant 
factor.  

The subject property is well served by the San Antonio International Airport, 
located roughly eight miles north of the subject site.  Access to the airport is 
simple to navigate via the city’s well-marked roadway system. 

Local Access  
and Visibility 

Airport Access 
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Airport Location Relative to Convention Center  

 

The airlift capability of San Antonio International Airport is appropriate to the 
level of convention and tourism activity in the city.   

We have analyzed the issues of size, topography, access, visibility, and the 
availability of utilities.  The site is located within the popular downtown 
market of San Antonio, and is adjacent to the recently expanded San Antonio 
Convention Center and the Riverwalk, both of which are major demand 
generators for the downtown market.  Also, the site is easily found within 
downtown San Antonio and is proximate to southeastern entry points into 
the downtown area.  The site has the appropriate size and topography to 
allow for the development of the Hyatt hotel facility.  No major disadvantages 
were noted.  

Conclusion 
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3. Market Area Analysis    

The economic vitality of the market area and neighborhood surrounding the 
subject property is an important consideration in forecasting lodging demand 
and income potential. Economic and demographic trends that reflect the 
amount of visitation provide a basis from which to project hostelry demand. 
The purpose of the market area analysis is to review available economic and 
demographic data to determine whether the local market will undergo 
economic growth, stabilize, or decline. In addition to predicting the direction 
of the economy, the rate of change must be quantified. These trends are then 
correlated based on their propensity to reflect variations in lodging demand 
with the objective of forecasting the amount of growth or decline in transient 
visitation by individual market segment (e.g., commercial, meeting and 
group, and leisure). 

The market area for a lodging facility is the geographical region where the 
sources of transient visitation (demand) and the competitive supply are 
located.  The subject site is located in the city of San Antonio, county of Bexar, 
and the state of Texas.  The subject property’s market area can be defined by 
its Metropolitan Statistical Area (MSA): San Antonio.  The MSA is the most 
standard definition used in comparative studies of metropolitan areas. The 
federal government defines an MSA as a large population nucleus, which, 
together with adjacent counties, has a higher degree of social integration.  In 
addition to Bexar County, the San Antonio includes three other counties, 
including: Comal, Guadalupe, and Wilson.  The following exhibit illustrates a 
map of the market area. 

Market Area Definition 
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Map of Market Area 

 

Map of State 
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The following summary of economic and demographic statistics is taken from 
the Complete Economic and Demographic Data Source published by Woods 
& Poole Economics, Inc. – a well-regarded forecasting service based in 
Washington, DC.  Using a database containing more than 300 variables for 
each county in the nation, Woods & Poole employs a sophisticated regional 
model to forecast economic and demographic trends.  Historical statistics are 
based on census data and information published by the Bureau of Economic 
Analysis.  Projections are formulated by Woods & Poole, and all dollar 
amounts have been adjusted for inflation, and thus reflect real change.  It 
should be noted that the percent changes indicated in the following tables are 
based on unrounded figures, and thus may not calculate exactly. 

Economic and 
Demographic Statistics 
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Economic and Demographic Data Summary 

Average Annual
Compounded Change

1990 2000 2004 2010 1990-00 2000-04 2004-10

Resident Population (Thousands)
Bexar County 1,187.8 1,398.0 1,494.5 1,638.6 1.6 % 1.7 % 1.5 %
SAN ANTONIO, TX MSA 1,410.9 1,719.6 1,850.7 2,042.4 2.0 1.9 1.7
State of Texas 17,056.8 20,955.2 22,497.0 24,643.8 2.1 1.8 1.5
United States 249,622.8 282,224.4 294,197.3 311,810.9 1.2 1.0 1.0

Per-Capita Personal Income*
Bexar County $19,181.0 $24,781.0 $25,607.0 $27,404.0 2.6 0.8 1.1
SAN ANTONIO, TX MSA 18,928.0 24,217.0 24,939.0 26,725.0 2.5 0.7 1.2
State of Texas 20,374.0 26,066.0 26,831.0 28,691.0 2.5 0.7 1.1
United States 22,856.0 27,712.0 28,695.0 30,680.0 1.9 0.9 1.1

W&P Wealth Index
Bexar County 86.7 90.5 90.3 90.3 0.4 (0.1) 0.0
SAN ANTONIO, TX MSA 85.7 88.7 88.3 88.4 0.3 (0.1) 0.0
State of Texas 91.9 94.9 94.3 94.3 0.3 (0.2) (0.0)
United States 100.0 100.0 100.0 100.0 0.0 0.0 0.0

Food & Beverage Sales (Millions)*
Bexar County $1,207.6 $1,710.9 $2,008.5 $2,407.9 3.5 4.1 3.1
SAN ANTONIO, TX MSA 1,324.6 1,904.2 2,246.6 2,705.3 3.7 4.2 3.1
State of Texas 14,484.2 20,807.2 24,543.7 29,347.0 3.7 4.2 3.0
United States 216,297.9 282,497.1 323,892.8 374,944.0 2.7 3.5 2.5

Total Retail Sales (Millions)*
Bexar County $9,553.7 $13,998.7 $15,731.3 $18,269.3 3.9 3.0 2.5
SAN ANTONIO, TX MSA 10,953.8 16,444.3 18,589.6 21,714.2 4.1 3.1 2.6
State of Texas 139,372.3 217,347.4 245,467.8 285,233.6 4.5 3.1 2.5
United States 2,089,724.5 2,945,342.0 3,232,204.1 3,636,797.6 3.5 2.4 2.0

* Inflation Adjusted
Source:  Woods & Poole Economics, Inc.

 

Population 

Although there is no direct correlation between the size of an area's 
population and its specific level of transient visitation, a review of an area's 
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historical and projected population trends and composition is an important 
step in evaluating the local economic climate and determining projected 
growth in demand for lodging facilities. An expanding area population 
suggests both an increasing commercial base and growth in room night 
demand attributable to relocations. In addition, an increase in the local 
resident base indicates a rise in the number of leisure travelers arriving in the 
area, because the motivation behind many trips is to visit friends and 
relatives. The rate of population growth will generally establish a minimum 
rate of increase in an area's lodging demand, and thus population statistics 
are relevant to our analysis. Population changes are an economic trend that 
often reflects business activity and lodging demand. 

According to Woods & Poole Economics, Inc., the population of the county 
and MSA increased by average annual rates of 1.6% and 2.0%, respectively, 
between 1990 and 2000.  Similar and slightly lower growth rates of 1.7% and 
1.9%, respectively, were registered between 2000 and 2004 for the county and 
MSA.  The statewide and national population levels increased at similar rates 
to the county and MSA, with average annual compounded growth rates of 
2.1% and 1.2%, respectively, from 1990 to 2000, and 1.8% and 1.0%, 
respectively, from 2000 to 2004.  

Projections indicate that population increases for the county, MSA, state, and 
nation from 2004 through 2010 will be stable or slightly lower than those 
experienced in the historical periods.  Bexar County is projected to achieve an 
average annual compounded growth rate of 1.5% during this period.  The 
San Antonio MSA is projected to increase by 1.7%, while the state of Texas’ 
population is projected to increase by 1.5% annually between 2004 and 2010.  
Forecasts for the nation as a whole indicate an average annual compounded 
population increase of 1.0%, between 2004 and 2010. 

Per Capita Personal Income 

According to the procedures outlined in the National Income and Product 
Accounts, personal income is calculated by totaling earned income (wages, 
salaries, other labor income, and proprietor's income), non-earned income, 
and residence adjustments and subtracting personal contributions to social 
insurance. Trends in personal income reflect the spending ability of local 
residents. 

Woods & Poole Economics, Inc. reports that per capita personal income rose 
at an average annual compounded rate of 2.6% in Bexar County and 2.5% in 
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the MSA between 1990 and 2000.  The state of Texas obtained an average 
annual increase of 2.5%, while the 1.9% average annual compounded increase 
in the United States was lower than gains achieved in the subject property's 
market area.    During the period of 2000 to 2004, the average annual 
compounded growth rate was 0.8% in Bexar County and 0.7% in the San 
Antonio MSA.   The state and nation maintained slight growth rates of 0.7% 
and 0.9%, respectively, during this period.  Projections through 2010 indicate 
somewhat higher growth rates than those illustrated than the most recent 
historical time periods.   

W&P Wealth Index 

The W&P Wealth Index measures a populace's affluence relative to the 
national average (US=100.0). This index refers to the wealth of Bexar County, 
the San Antonio MSA, and the state of Texas, compared to the nation, which 
is registered at 100.0.  The Woods & Poole wealth index recognizes a 100.0 
level for the nation as an equal percentage; higher levels indicate a wealthy 
and stable level while lower levels indicate slightly lower wealth levels in a 
particular area.  In Bexar County, the wealth index was measured at 86.7 in 
1990, 90.5 in 2000, and 90.3 in 2004.  This reflects overall stability in wages in 
the local market relative to the national level.  Stability in the W&P Index level 
is anticipated by 2010 as indicated by the projected 90.3 index level.   

Total Food and Beverage Sales 

Food and beverage sales are important trends for hotels.  Full-service and 
convention-oriented hotels generate a significant portion of their revenues 
from hotel restaurants and banquet activities.  Restaurant patronage and 
revenue trends also have a direct correlation to the propensity for area 
residents to use area venues.  For tourist-rich regions, food and beverage sales 
also indicate levels of visitation.  

Trends provided by Woods & Poole Economics, Inc. show that food and 
beverage sales between 1990 and 2000 expanded by 3.5% and 3.7%, 
respectively, in Bexar County and the MSA.  Food and beverage sales in the 
state increased by 3.7% annually during the period.  By comparison, the 
national growth rate was 2.7% per year during this same time period.  From 
2000 to 2004, food and beverage sales growth in Bexar County noted a 
moderate increase, registering an average annual growth rate of 4.1%. In the 
MSA, food and beverage sales also increased to the 4.2% average annual 
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growth level.  State food and beverage sales also increased, resulting in an 
average annual compounded growth rate of 4.2% between 2000 and 2003.    

Bexar County food and beverage sales are projected to expand at a less 
significant pace than recent historical figures.  Forecasts show an average 
annual compounded rate of 3.1% between 2004 and 2010 for the county and 
MSA.  Statewide and nationwide food and beverage sales are forecasted to 
expand at annual compounded rates of 3.0% and 2.5%, respectively, between 
2004 and 2010.   

Total Retail Sales 

Retail sales levels reflect both population trends and the propensity to spend 
money on retail goods. There is no direct correlation between retail sales and 
hotel demand; however, retail sales trends tend to gauge the economic health 
and vitality of the market. Retail sales growth should cause local businesses to 
prosper and make it more likely for new firms to enter the market, thus 
causing an increase in the demand for lodging facilities. In areas where 
tourism is a significant economic factor, retail sales also reflect the amount of 
visitation. 

Information from Woods & Poole Economics, Inc. reveals that between 1990 
and 2000, retail sales in Bexar County increased at an average annual 
compounded rate of 3.9%.  Retail sales also rose for the San Antonio MSA 
with an average annual compounded rate of 4.1%. Similarly, retail sales in the 
state and nation increased at rates of 4.5% and 3.5%, respectively, on average 
annually.  

From 2000 to 2004, retail sales showed growth for the county, MSA, state, and 
the nation.  Retail sales are projected to slow to a moderate average annual 
compounded rate of 2.5% and 2.6% in the county and MSA, respectively,  
between 2004 and 2010.  Retail sales in the state are also expected to 
experience a growth rate of 2.5% annually.  The projected county, MSA, and 
state retail sales growth are expected to outperform the anticipated national 
growth rate of 2.0% per year. 

The characteristics of an area's workforce provide an indication of the type 
and amount of transient visitation likely to be generated by local businesses.  
Sectors such as finance, insurance, and real estate (FIRE), wholesale trade, and 
services produce a considerable number of visitors who are not particularly 
rate sensitive. The government sector often generates transient room nights, 

Work Force 
Characteristics 
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but per-diem reimbursement allowances often limit the accommodations 
selection to budget and mid-priced lodging facilities. Contributions from 
manufacturing, construction, and transportation, communications, and public 
utilities (TCPU) employers can also be important, depending upon the 
company type.  The following table sets forth the Bexar County workforce 
distribution by business sector in 1990, 2000, and 2004, as well as a forecast for 
2010. 

Historical and Projected Employment - Bexar County (000s)      

Average Annual
Compounded Change

Percent Percent Percent Percent
Industry 1990 of Total 2000 of Total 2004 of Total 2010 of Total

Farm 2.6 0.4 % 3.3 0.4 % 3.6 0.4 % 3.7 0.4 % 2.2 % 1.8 % 0.6 %
Agriculture Services, Other 3.8 0.6 6.4 0.7 6.6 0.7 7.2 0.7 4.1 1.0 1.3
Mining 6.3 1.0 4.6 0.5 4.0 0.4 4.0 0.4 (3.2) (3.3) (0.0)
Construction 28.9 4.5 52.3 6.1 57.1 6.2 66.0 6.3 5.0 2.2 2.4
Manufacturing 39.8 6.2 45.2 5.3 44.3 4.8 45.1 4.3 0.8 (0.5) 0.3
Trans., Comm. & Public Utils. 24.6 3.8 43.0 5.0 50.9 5.5 59.7 5.7 5.3 4.3 2.7
Total Trade 139.2 21.7 185.0 21.5 197.6 21.3 220.4 21.1 2.5 1.7 1.8
  Wholesale Trade 24.7 3.9 33.7 3.9 35.9 3.9 39.5 3.8 2.7 1.6 1.6
  Retail Trade 114.5 17.8 151.4 17.6 161.8 17.4 180.8 17.3 2.5 1.7 1.9
Finance, Insurance, & Real Estate 57.1 8.9 81.2 9.4 90.9 9.8 103.9 10.0 3.4 2.9 2.3
Services 185.9 29.0 283.1 32.9 308.3 33.2 353.7 33.9 3.7 2.2 2.3
Total Government 153.3 23.9 157.0 18.2 165.0 17.8 178.8 17.2 0.5 1.3 1.3
  Federal Civilian Govt. 44.8 7.0 30.6 3.5 28.5 3.1 29.3 2.8 (3.2) (1.7) 0.4
  Federal Military Govt. 38.1 5.9 36.0 4.2 37.5 4.0 38.4 3.7 (0.1) 1.1 0.4
  State & Local Govt. 70.4 11.0 90.4 10.5 98.9 10.7 111.1 10.7 2.5 2.3 2.0

TOTAL 641.6 100.0 % 861.0 100.0 % 928.3 100.0 % 1,042.4 100.0 % 2.7 % 1.9 % 2.0 %

Source:  Woods and Poole Economics, Inc.

1990-
2004

2000-
2004

2004-
2010

 

Woods & Poole Economics, Inc. reports that between 1990 and 2004, the most 
rapid employment growth in the county occurred in the transportation, 
communication, and public utilities; construction; and agriculture services, 
which registered average annual compounded increases of 5.3%, 5.0%, and 
4.1%, respectively.  Mining and federal civilian and military government 
showed average annual declines of 3.2%, 3.2%, and 0.1%, respectively.  Total 
employment rose at an average annual compounded rate of 2.7% during this 
period.  Between 2000 and 2004, overall employment registered an increase of 
1.9% compounded annually.  Woods & Poole forecasts indicate overall 
employment growth of 2.0% annually from 2004 through 2010.   
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Providing additional context for understanding the nature of the regional 
economy, the following table presents a list of the major employers in Bexar 
County. 

Major Employers in Bexar County 

Number of
Firm Employees

Valero Energy Corporation 23,000
Fort Sam Houston 17,549
USAA 16,356
Zachary Group 15,153
Lackland AFB/37th Training Wing 13,209
Randolph Air Force Base 10,733
City of San Antonio 10,119
H.E.B. Grocery Company 9,942
Northside I.S.D. 8,870
San Antonio I.S.D. 8,000
SBC Communications, Inc. 6,700
Sanitors Inc. 6,512
North East I.S.D. 6,473
SBC Southwestern Bell 6,000
Baptist Health System 5,300

Source: Greater San Antonio Chamber of Commerce
 

The City of San Antonio features a variety of industries and employers, which 
represent a cross-section of hotel demand potential.  Some are national in 
scope, while others operate on a more local basis; many are engaged in high-
technology research and manufacturing, and others are active in education, 
healthcare, defense, and government sectors. 

Major industries are highlighted as follows: 

• The government and defense sectors employ roughly 41,500 residents 
of San Antonio.  The major employers in this field include Fort Sam 
Houston, Lackland AFB/37th Training Wing, and Randolph Air Force 
Base.  In addition to significant contributions to the economy, the 
presence of military provides a great source of talent when military 
personnel enter the private sector. 

Major Business and 
Industry 
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• The education sector also plays an important part in San Antonio’s 
economy.  Nearly 23,000 residents are employed by the Northside 
I.S.D., the San Antonio I.S.D., and the North East I.S.D. 

• The communications sector also has a known presence in the San 
Antonio area with the headquarters of SBC Communications and SBC 
Southwestern Bell being located within the city.  The two companies 
together employ roundly 12,700 residents.  In addition to 
contributions of the local economy, the SBC presence is known 
throughout the region.   

• Valero Energy Corporation is the number one employer in San 
Antonio with 23,000 employees.  Valero is one of the top refining 
companies in the United States producing more than 2.4 million 
barrels a day.  Valero markets their products in over 40 states, Canada, 
Latin America, and the Caribbean.   

The following table presents historical average unemployment rates for the 
city of San Antonio, versus those of the county, the MSA, the state, and the 
nation, from 1993 to 2004.  

Unemployment Statistics 

Year Texas

1993 6.1 % 5.4 % 5.6 % 7.2 % 6.9 %
1994 5.1 4.6 4.7 6.4 6.1
1995 5.1 4.4 4.6 6.0 5.6
1996 5.0 4.3 4.5 5.6 5.4
1997 4.6 4.1 4.2 5.4 4.9
1998 4.2 3.7 3.8 4.8 4.5
1999 3.6 3.1 3.2 4.6 4.2
2000 4.0 3.4 3.5 4.2 4.0
2001 4.6 4.0 4.1 4.9 4.8
2002 5.7 5.0 5.0 6.3 5.8
2003 6.1 5.4 5.6 6.7 6.0
2004 5.8 5.1 5.3 6.1 5.5

Bexar

Source: U.S. Bureau of Labor Statistics

City of San
Antonio

Local
MSA County U.S.

 

Unemployment 
Statistics 
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This data illustrates that Bexar County and the MSA have historically 
achieved lower unemployment rates that the state and the nation, indicating 
the overall strength of the local economy.  The local area also benefited from 
consistent unemployment rate declines during the historical period until 
2000.  Increases were noted for the city, county, and MSA in 2000 through 
2002, however the levels still remained below the levels noted by the state 
and the nation.  The Bexar County and San Antonio MSA unemployment rate 
of 5.0% during 2002 was the lowest in the illustrated categories for this year.  
This trend continued through 2003 with increases noted for all categories, 
however, the city, county, and local MSA all remained below the state.  The 
year-end 2004 data reflects a decline for the first time in recent years within all 
categories; this trend is expected to continue over the near-term as the 
national and local economies begin to strengthen.   

The following table presents historical unemployment rates for the same 
categories over the past several months. 

Unemployment Statistics – Recent Monthly Trends 

Month Texas

2004
February 6.0 % 5.3 % 5.5 % 6.3 % 5.6 %
March 6.0 5.3 5.5 6.4 5.7
April 5.5 4.9 5.1 5.8 5.5
May 5.5 4.9 5.1 5.9 5.6
June 6.3 5.6 5.8 6.5 5.6
July 6.1 5.4 5.7 6.3 5.5
August 5.7 5.0 5.3 6.0 5.4
September 5.5 4.8 5.0 5.8 5.4
October 5.5 4.9 5.1 5.7 5.5
November 5.6 5.0 5.1 5.9 5.4
December 5.4 4.8 5.0 5.8 5.4

2005
January 5.7 % 5.8 % 5.9 % 6.1 % 5.2 %

BexarLocal

Source: U.S. Bureau of Labor Statistics

County U.S.
City of San

MSAAntonio

 

This data shows an unemployment rates remaining relatively stable in 
February and March for all categories, before noting a general decrease 
through May.  Albeit, this trend did not continue as June noted a historical 
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high for the period shown bracketing between 5.6% and 6.5%.  
Unemployment rates again began to decrease in July for all categories.  
Additionally, unemployment levels have been steadily decreasing in the city, 
local MSA, and county from through December 2004.  Year-to-date January 
2005 figures indicate continued fluctuations with rates in the city, county, and 
MSA increasing.   

Trends in occupied office space are typically among the most reliable 
indicators of lodging demand, because firms that occupy office space often 
exhibit a strong propensity to attract commercial visitors.  Thus, trends that 
cause changes in vacancy rates or in the amount of occupied office space may 
have a proportional impact on commercial lodging demand, and a less direct 
effect on meeting demand.  The following table illustrates recent office space 
trends for the pertinent market area. 

Office Space Statistics 

3rd Quarter

Percent Vacant 17.9 % 18.7 % (0.8) % 17.7 % 0.2 %
Average Rent (psf) $17.76 $17.69 4.0 $17.61 0.9
Quarterly Absorption (SF) 258,483 48,635 431.5 20,652 1151.6
YTD Absorption (SF) 487,050 213,123 128.5 (190,171) (356.10)
Sublease Available (SF) 655,000 430,000 52.3 618,000 8.6

4th Quarter Precent 4th Quarter 

Source: The Greater San Antonio Chamber of Commerce, 2004 4th Quarter Economic Report

Precent 
2004 2003 Change 2003 Change

 

The San Antonio market area’s office space has remained relatively stable 
over the last year with vacancy rates remaining at nearly 18.0%.  Average rent, 
per square foot, noted a slight increase over the year prior to $17.76.   Year-to-
date absorption is up roughly 129.0% from over the same period ending the 
third quarter 2003, which is indicative of the strength of the local office 
market.   

This data indicates that downtown San Antonio benefits from a vibrant, albeit 
small, commercial office space market.  The desirable downtown office market 
does supplement the strong leisure and meeting hotel demand segments 
with some commercial transient demand.  

San Antonio is served by San Antonio International Airport. Airport 
passenger counts are important indicators of lodging demand. Depending on 

Office Space Statistics  

Airport Traffic 
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the type of service provided by a particular airfield, a sizable percentage of 
arriving passengers may require hotel accommodations.  Trends showing 
changes in passenger counts also reflect local business activity and the overall 
economic health of the area.   

The San Antonio International Airport is located approximately eight miles 
north of the subject site.  San Antonio International Airport is a two-terminal 
facility served by thirteen major domestic and international carriers.  Terminal 
One, which measures ±365,000 square feet, opened on July 1, 1984, with 
sixteen upper-level loading gates. Delta, Mexicana, Northwest, Southwest, 
United, and Atlantic Southeast occupy this terminal. Terminal Two received a 
$5,000,000 renovation in 1985; this facility measures ±310,000 square feet and 
provides eight upper-level gates and three more on the ground floor.  
Aeromar, American, Continental, and America West occupy this terminal.   

Approximately 6,000 parking spaces provide daily and hourly parking. The 
airport has two covered parking garages: one short-term and one long-term.  
Debuting in October of 1999, the long-term parking garage is five stories with 
2,700 spaces. San Antonio is moving forward with its Airport Master Plan.  It 
includes construction of new Concourses B and C, the removal of Terminal 2, 
and the extension of the elevated terminal roadway system.  In addition, the 
plan will include connectors to the existing and proposed new parking 
facilities.  The completion of the expanded terminal facilities is scheduled for 
2008.  The following table illustrates important operating statistics for this 
facility. 
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Airport Statistics    

Year

1990 5,425,450 —  —  
1991 5,233,589 (3.5) % (3.5) %
1992 5,525,261 5.6 0.9
1993 5,724,705 3.6 1.8
1994 6,143,976 7.3 3.2
1995 6,126,022 (0.3) 2.5
1996 7,135,291 16.5 4.7
1997 6,960,681 (2.4) 3.6
1998 7,016,908 0.8 3.3
1999 7,095,171 1.1 3.0
2000 7,305,335 3.0 3.0
2001 6,904,396 (5.5) 2.2
2002 6,714,328 (2.8) 1.8
2003 6,616,074 (1.5) 1.5
2004 6,997,659 5.8 1.8

*Annual average compounded percentage change from the previous year
**Annual average compounded percentage change from 1990

Source: City of San Antonio - Aviation Department

Percent
Change*

Percent
Change**

Passenger
Traffic

  

As indicated in the previous table, passenger totals increased at an average 
annual compounded rate of 1.4% from 1990 to 2004.  Passenger counts 
remained relatively flat from 1997 to 2000, although a strong 16.5% increase 
was posted in 1996.  In 2001, passenger traffic noted a 5.5% decline, in part to 
due to the slowing national economy and the effects of September 11th on the 
airline industry.  This trend continued into 2002 and 2003, albeit slowing to a 
1.5% in 2003 at just over 6.6 million passengers.  Year-end 2004 data indicates 
strengthening as reflected in the strong increase in passenger traffic to nearly 
7.0 million.   

Tourism is an important factor for San Antonio area hotels.  This demand is 
typically strongest during key weekends and during the summer vacation 
season.  Primary leisure demand generators in the market are listed as 
follows.  

• The Alamo – This historic landmark is the site of the battle for Texas' 
independence.  

Tourist Attractions 
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• HemisFair Park – Occupying 92 acres, the park features the Institute of 
Texan Cultures, the Mexican Cultural Institute, and the Museum of 
Transportation, as well as fountains, streams, waterfalls, and ponds. 

• Tower of the Americas – This 750-foot tower was the focal point of the 1968 
World's Fair built to commemorate the 250th birthday of San Antonio and 
is centrally located in HemisFair Park. 

• King William Historic District – This area is the first historic district in Texas 
and features many homes built by wealthy immigrants in the late 1880s. 
The district is located south of downtown San Antonio. 

• La Villita Historic District – Located adjacent to the Riverwalk, the district is 
home to many artists and craftsmen. 

• Market Square – This unique shopping area is patterned after an authentic 
Mexican Market and is the largest Mexican market in the United States. 

• The Riverwalk – This 21-block, river-level walkway is lined with 
restaurants, nightclubs, hotels, and shops and is the focal point of the 
downtown area.  Over 10,500,000 tourists visit the Riverwalk each year. 

Riverwalk 

 

• San Fernando Cathedral – Built by the Canary Islanders who arrived in San 
Antonio in 1731, the cathedral is the oldest parish church in Texas. 

• Texas Adventure – This theater features an action-packed multi-media 
show, portraying the story of Texas' independence and features state-of-
the-art special effects. 
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• San Antonio Missions National Historical Park – Located south of the city, it 
is the eighth most-visited attraction in Texas.   The 475-acre park contains 
four Spanish colonial missions featuring art and stained glass, and 
provides church services.  

• Six Flags Fiesta Texas – The 200-acre family theme park, featuring a variety 
of rides, shows, and concerts, operates from March through October. 

• SeaWorld San Antonio – Operating between March and November, 
SeaWorld is a marine-life adventure park offering a marine animal park, a 
ride and slide park, a water park, and a show park. 

Additional attractions located in the area include the historic Bexar County 
Courthouse, the Cowboy Museum, the Guenther House Museum, the 
Botanical Garden and Lucile Halsell Conservatory, the Hertzberg Circus 
Museum, the IMAX Theater at Rivercenter, Splashtown, Sunset Station, the 
University of Texas Institute of Texan Cultures, the Mexican Cultural 
Institute, the Navarro House, the Plaza Theater of Wax, Ripley's Believe It or 
Not!, St. Paul's Square Historic District, Brackenridge Park, Casa Navarro State 
Historical Park, the San Antonio Water Museum, the Southwest Craft Center, 
the Spanish Governor's Palace, the San Antonio Zoo and Aquarium, the 
Scobee Planetarium at San Antonio College, The Steves Homestead Museum, 
and the Vietnam Veterans Memorial.  

As mentioned earlier, San Antonio has four military installations, which 
include Brooks Air Force Base, Fort Sam Houston, Lackland Air Force Base, 
and Randolph Air Force Base.  Visitors are welcomed at each of these 
installations and provide a historical reminder that the city was founded as a 
garrisoned fort. 

This section discussed a wide variety of economic indicators for the pertinent 
market area.  Based on our research of this region, we are able to draw the 
following conclusions: 

• Moderate growth in population, retail sales, personal income per capita, 
and historical and projected employment for the county, the MSA, and 
the state underscore the strength of the area's economy.   

• The area’s employment is dependent upon a variety of sources, such as 
government and military, to leisure and amusement parks.  Employment 
in the downtown district is strong, given the prominence and strength of 
the city’s downtown tourist district. 

Market Area 
Conclusion 



HVS International Proposed Headquarters Hotel - San Antonio, TX Market Area Analysis  3-17 

 

• The market is well served by San Antonio International Airport, which is 
located approximately eight miles north of the subject site.  Although this 
airport has noted recent passenger declines, the year-end 2004 figures 
indicate a recovery.   

• The market is served by a multitude of tourist attractions.  

Overall, the subject market is experiencing growth as San Antonio continues 
to be a leisure and convention destination.   
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4. Market for Hotel Accommodations 

The market for hotel accommodations is an all-encompassing term referring 
to the many types of travelers who use lodging facilities in a given area.  
These travelers represent the market's accommodated room night demand.  
In addition, the market may be characterized by latent demand, which 
consists of unaccommodated demand and/or induced demand; this demand 
is discussed in chapter eight of this report.  This section will begin with an 
analysis of historical lodging demand trends to determine what changes have 
occurred; the historical number of competitive hotel rooms will then be 
estimated to evaluate local supply trends.  Areawide occupancy levels can be 
calculated based on the number of hotel rooms available in the market and 
the demand for lodging accommodations.  The total room night demand will 
be divided into individual market segments to allow us to forecast growth 
rates based on the economic and demographic data set forth earlier in this 
report.   

The U.S. lodging industry has shown strength in 2004, with occupancy and 
average rate continuing a considerable growth trend which first took hold in 
2003.  With corporate profits up in 2003, travel budgets were enhanced for 
2004 to allow for necessary training, expansion, and continued corporate 
profitability.  A stronger economy also led to a stronger summer travel season.  
The following table illustrates nationwide occupancy and average rate trends 
from 1987 through 2003, and year-to-date occupancy and average rate trends 
for 2003 and 2004 through October. 
 

Overview of National 
Trends 
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National Occupancy and Average Rate Trends (Source: Smith Travel Research) 
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By the end of the year, national hotel occupancy improved slightly from 
59.1% in 2002 to 59.2%, according to Smith Travel Research, and average rates 
remained virtually unchanged at $83.28 for 2003.  New supply additions were 
recorded at less than 2.0%.  Through October 2004, rooms sold have increased 
4.8%, contributing to an occupancy improvement of 3.6% to 63.0%.  Average 
rates have increased by 3.9%, allowing for a significant RevPAR improvement 
of 7.8%.  Current forecasts expect RevPAR growth to continue through the 
near term, with positive trends expected in both occupancy and average rate 
as supply increases remain relatively low.   

The subject site is located within the downtown San Antonio hotel market 
area.  The downtown San Antonio market contains a total of ±10,200 hotel 
rooms, and can be physically delineated into three concentric circles around 
the downtown area.  The inner circle consists of those hotels located within 
the Riverwalk’s tourist core and their close proximity to the Henry B. 
Gonzalez Convention Center.  The second circle encompasses hotels that are 
located either proximate to, or along, the Riverwalk pathway, although are 
not within the tourist core.  The third circle includes those hotels that are 

Definition of Subject 
Hotel Market 
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situated on the outskirts of the central business district.  The subject site and 
its primary competitors are all located within the inner circle of hotels.  

The hotels that are situated within the Riverwalk’s tourist core are considered 
the most desirable in the market.  The Riverwalk is the most popular 
attraction within the city and visitors from all market segments have 
historically demonstrated a strong preference for hotels located in the central 
Riverwalk area.  According to local hoteliers, the advantage of a locale within 
the Riverwalk’s tourist core translates to a significant occupancy premium 
and an average rate premium of $10 to $25 for comparable properties.  

Smith Travel Research (STR) is an independent research firm which compiles 
data on the lodging industry; its published data is routinely used by typical 
hotel buyers.  It is important to note some limitations of the STR data.  Hotels 
are occasionally added to or removed from the sample, and not every 
property reports data in a consistent and timely manner; these factors can 
influence the overall quality of the information by skewing the results.  These 
inconsistencies may also cause the STR data to differ from the results of our 
competitive survey.  Nonetheless, STR data provides the best indication of 
aggregate growth or decline in existing supply and demand, and thus it has 
been considered in our analysis. 

The selected competitive downtown hotel supply is listed in the following 
table. 

Historical Supply  
and Demand Data 
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Downtown San Antonio Supply 

Property

Marriott Rivercenter 1,001
Marriott Riverwalk 512
Hyatt Regency 632
Westin Riverwalk 473
Hilton Palacio Del Rio 481
Emily Morgan Hotel 177
Sheraton Hotel Gunter 322
Wyndham Grand St. Anthony 352
Holiday Inn Riverwalk 313
Preferred La Masion Del Rio 337
Homewood Suites Riverwalk 146
Menger Hotel 320
Crowne Plaza (former Adam's Mark) 410
Crockett Hotel (former Holiday Inn) 204
Marriott Plaza San Antonio 252
Hotel Valencia 213

     Totals/Averages 6,145

Number of 
Rooms

 

Of these hotels, the subject property is expected to compete primarily with 
the larger, group-oriented hotels.  

Historical Supply and Demand Trends (STR)    

1999 2000 2001 2002 2003 2004 2004 2005

Average Daily Room Count 5,216 5,614 5,614 5,614 5,827 5,827 5,827 5,827
Available Room Nights 1,903,998 2,049,110 2,049,110 2,049,110 2,126,855 2,126,855 180,637 180,637
Change — 7.6 % 0.0 % 0.0 % 3.8 % 0.0 % — 0.0 % 2.2 %

Occupied Room Nights 1,372,566 1,508,527 1,448,429 1,534,085 1,549,877 1,575,675 117,183 113,373
Change — 9.9 % (4.0) % 5.9 % 1.0 % 1.7 % — (3.3) % 2.8 %

Occupancy 72.1 % 73.6 % 70.7 % 74.9 % 72.9 % 74.1 % 64.9 % 62.8 %

Average Rate $134.35 $137.60 $139.98 $142.06 $133.02 $134.90 $126.46 $129.98
Change — 2.4 % 1.7 % 1.5 % (6.4) % 1.4 % — 2.8 % 0.1 %

RevPAR $96.85 $101.30 $98.94 $106.35 $96.93 $99.94 $82.04 $81.58
Change — 4.6 % (2.3) % 7.5 % (8.9) % 3.1 % — (0.6) % 0.6 %

Source: Smith Travel Research

Year-to-Date Through January
Average Annual 

Compounded 
Change: 1999-2004
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San Antonio is a premier convention and vacation destination within Texas.  
The city is easy to access from the state’s major population centers in 
Houston, Austin, and Dallas/Fort Worth, and also benefits from the presence 
of its adequate airport facility.  The downtown district’s convention and 
tourist friendly environment generates considerable levels of demand – much 
of this demand prefers a Riverwalk location first and foremost – but the lack 
of supply along the Riverwalk has prompted hotels on the periphery the 
Riverwalk to benefit from considerable levels of overflow demand.  
Additionally, this dynamic has prompted additions to supply throughout 
various product segments and has allowed considerable new hotel supply to 
be easily absorbed during the last two decades.   

The following table illustrates monthly occupancy trends. 

Monthly Occupancy Trends (STR) 

Month 1999 2000 2001 2002 2003 2004 2005

January 63.6 % 65.2 % 57.4 % 65.3 % 61.0 % 64.9 % 62.8 %
February 79.7 83.0 78.3 82.2 75.3 79.1 — 
March 82.8 83.8 88.6 87.8 83.1 86.9 — 
April 81.0 79.4 73.5 81.8 75.8 82.3 — 
May 78.9 72.3 69.9 81.9 76.4 77.3 — 
June 73.5 75.3 81.0 78.9 82.6 71.9 — 
July 72.5 76.7 71.6 74.5 79.0 79.4 — 
August 64.7 69.1 71.6 73.2 77.5 66.6 — 
September 73.2 72.6 53.0 68.8 63.5 64.8 — 
October 79.1 73.3 74.8 74.8 69.2 79.0 — 
November 62.0 71.1 66.0 66.6 71.8 75.5 — 
December 57.3 62.5 62.9 63.2 59.7 61.8 — 

Annual Occupancy 72.1 % 73.6 % 70.7 % 74.9 % 72.9 % 74.1 % — 

Source: Smith Travel Research  

Overall occupancy within this market has remained very stable throughout 
most of the trend, with occupancy exceeding 70% during each year.  
Although the terrorist attacks of 2001 prompted a roughly three point drop in 
occupancy during this year, the market quickly bounced back in 2002 and 
remained relatively strong throughout 2003; according to representatives in 
the market, pre-marketing and booking efforts for the city and the convention 
center prior to 2001 for 2002 sustained the downtown area in 2001, allowing 
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the market to realize growth in 2002.  The popularity of the market indicates a 
near-capacity situation in February through August.  In the spring months, 
heightened mid-week convention demand supplements tourist-driven 
weekends.  October and November are also convention-driven months.  Off-
season months include January, September, and December.   

These occupancy trends and our market interviews confirmed that new 
supply has generally been easily absorbed in downtown San Antonio, 
particularly new supply located along the highly popular Riverwalk.  
However, vast supply additions among various products in recent years, the 
aggressive attitude toward absorption of continued supply expansion is 
reportedly waning.  The following table illustrates monthly average rate 
trends. 

Monthly Average Rate Trends (STR) 

Month 1999 2000 2001 2002 2003 2004 2005

January $132.55 $133.17 $133.88 $129.63 $130.35 $126.46 $129.98
February 143.01 147.81 151.34 157.86 144.67 139.83 — 
March 147.96 149.64 162.92 165.10 152.96 151.04 — 
April 143.00 149.42 147.47 158.72 148.71 152.77 — 
May 139.98 138.95 139.85 141.37 131.10 132.35 — 
June 121.06 133.65 147.03 138.53 133.48 121.32 — 
July 116.01 119.02 118.78 121.74 113.70 118.69 — 
August 113.67 115.98 120.02 112.84 115.12 114.71 — 
September 141.62 138.43 136.37 146.46 123.86 126.24 — 
October 147.39 147.74 152.51 155.99 142.46 153.29 — 
November 132.29 141.94 131.57 139.27 131.89 139.46 — 
December 125.46 131.53 126.74 128.12 125.82 133.23 — 

Annual Average Rate $134.35 $137.60 $139.98 $142.06 $133.02 $134.90 — 

Source: Smith Travel Research  

Average rates grew through 2000, due to the same dynamics supporting 
occupancy.  However, rates declined sharply in 2003, as hotels discounted 
rooms to stay competitive.  Moreover, heightened government/military-
related demand present in San Antonio during the Middle East war effort 
kept downward pressure on room rates on a city-wide basis.  Additionally, it 
is assumed that increased competition from a regional convention demand 
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standpoint also reportedly played a role in rate discounting in late 2003 and 
2004; various groups are rumored to be departing from San Antonio to try 
new convention and/or convention hotel facilities Austin, Houston, and the 
Gaylord Texan in Grapevine.  Average rates for the month of January note a 
slight recovery from the lows during this month in 2003; according to local 
officials, this trend is expected to continue into the near future as the market 
begins to note a recovery.   
 
For the purpose of demand analysis, the overall market is divided into 
individual segments based on the nature of travel.  Although a market may 
have various segments, the three primary classifications occurring in most 
areas are commercial, meeting and group, and leisure.  

Market segmentation is a useful procedure because individual classifications 
often exhibit unique characteristics in terms of growth potential, seasonality 
of demand, average length of stay, double occupancy, facility requirements, 
price sensitivity, and so forth.  By quantifying the room night demand by 
market segment and analyzing the characteristics of each segment, the 
demand for transient accommodations can be projected.  Lodging demand in 
the local area is generated primarily by the following market segments. 

  Segment 1  Commercial (Includes Government) 
  Segment 2  Meeting and Group  
  Segment 3  Leisure 
 
Based on our fieldwork, area analysis, and knowledge of the local lodging 
market, we estimate the base year distribution of accommodated room night 
demand was as follows.  This data reflects all primary and secondary hotels 
noted in chapter six of our report – thus, the demand total is notably higher 
than the demand levels illustrated in the previous STR data.  

Demand Analysis 
Using Market 
Segmentation 
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Accommodated Room Night Demand   

Marketwide

Market Segment

Commercial 115,492 8 %
Meeting and Group 835,230 58
Leisure 499,725 34

Total 1,450,447 100 %

Percentage 
of Total

Accommodated 
Demand

 

The market is predominately meeting and group in nature, with this segment 
representing roughly 58% of the accommodated demand.  The remaining 
roughly half is largely leisure in nature, at 34%, with the remaining demand 
commercial in nature. 

Using the distribution of accommodated hotel demand as a starting point, we 
will analyze the characteristics of each market segment in an effort to 
determine future trends in room night demand.  These growth rates 
represent base demand growth independent of demand that would be 
expected to be induced by the introduction of the new headquarters hotel. 

The commercial segment consists of individual businesspeople who are 
visiting various firms in the subject property's market.  This demand is 
strongest Monday through Thursday nights, declines significantly on Friday 
and Saturday, and increases somewhat on Sunday.  In markets where the 
weekday occupancy often exceeds 90%, some unaccommodated commercial 
demand is likely to be present.  The typical length of stay for commercial 
guests ranges from one to three days, and the rate of double occupancy is a 
low 1.2 to 1.3 people per room.  Commercial demand is relatively constant 
throughout the year, although some declines are noticeable in late December 
and during other holiday periods.  

The commercial segment includes numerous smaller classifications; however, 
the primary categories considered in this analysis are individual business 
travelers, high-volume corporate accounts, and military per diem.  Most 
individual business travelers are visiting firms in the immediate area or 
passing through en route to other destinations.  Their lodging choices are 
influenced by brand loyalty (and frequent traveler programs in particular), as 
well as location and convenience with respect to businesses and amenities.  

Commercial Segment 
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High-volume corporate accounts are generated by local companies; demand 
in this sub-segment may include employees of the firm or its affiliates, and 
often consists of training groups.  These companies typically designate hotels 
as “preferred” accommodations; in return, the selected lodging facilities 
generally offer a significant discount from their published rates.  Typically, 
these rates are negotiated on an annual basis, and the size of the discount is 
tied to the number of room nights produced.   

Most of the area’s commercial demand generators are located in the 
northwestern portion of the downtown district or near the outer highway 
loops.  The last significant company to relocate to downtown San Antonio 
was Southwestern Bell, which opened its offices in 1994.  While the Air Force 
Bases and the Medical Center are large generators of commercial demand in 
San Antonio in general, neither is located in downtown San Antonio.  The city 
and county government centers are located within a short distance of the 
subject site; however, these offices reportedly generate a minimal amount of 
hotel demand.  In December 2004, Toyota announced plans to locate one of 
its North America manufacturing plants in San Antonio.  Although this plant 
will not be located downtown, local general managers expect the plant bring 
some demand into the area.   

All of the economic and demographic data presented earlier have some 
influence on commercial lodging demand; the trends that have the most 
direct correlation are changes in FIRE, service, wholesale trade, and total 
employment; occupied office space; and air passenger counts.  Considering 
these historical trends and our anticipation that the downtown commercial 
market will remain stable in 2006 through 2008, we project a1.0% in 2005, 
1.5% growth in 2006 and 2008, before stabilizing at 1.0% and 0.5% in 2009 and 
2010. 

The meeting and group market includes meetings, seminars, conventions, 
trade association shows, and similar gatherings of ten or more people.  Peak 
convention demand typically occurs in the spring and fall.  Because of 
vacations, the summer months represent the slowest period for this market 
segment; winter demand varies.  Although there are numerous classifications 
within the meeting and group segment, the primary categories considered in 
this analysis are corporate groups, associations, and SMERF (social, military, 
educational, religious, and fraternal) groups.  

Corporate groups are one of the most profitable components of this segment, 
because they exhibit limited price sensitivity and they often sponsor banquets 

Meeting & Group 
Segment 
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and other events that generate revenue for the host hotel.  In the subject 
property's market, most corporate group activity is generated by the same 
major employers that contribute high-volume corporate accounts.  This 
demand may take the form of training programs, sales meetings, division 
conferences, and similar events with a business purpose.  Corporate groups 
generally meet during the work week, thus generating lodging demand on 
Monday through Thursday nights.  The average length of stay is two to four 
days, although training groups may stay six nights or more.  Double-
occupancy rates in this category typically range from 1.0 to 1.5.  

Association demand is generally divided on a geographical basis: the most 
common categories are national, regional, and state associations.  Depending 
on their nature, these associations may be more rate sensitive than 
commercial groups.  This is particularly true when members are not 
reimbursed by their employers, but must pay to attend (i.e., guestroom and 
conference fees).  The scheduling pattern of associations also depends on the 
nature of the group.  Professional associations and/or those supported by 
members' employers often meet on weekdays, while other associations prefer 
to hold events on weekends. 

The SMERF market consists of groups that are social, military, educational, 
religious, or fraternal in nature.  Examples include family or military reunions, 
youth groups, and fraternal organizations such as the Knights of Columbus.  
These groups are extremely budget conscious, and have a strong preference 
for weekend and summer meeting times, when rates are generally lowest.  
Typically, groups such as this have a high double-occupancy rate of 2.0 to 2.5, 
and the length of stay is relatively short (one to three nights).  Most hotel 
operators use this type of demand to bolster occupancy during off-peak times 
of the month and year, when other demand sources are limited.  

In the downtown San Antonio market, the meeting and group segment can 
be divided into two principal categories: conventions and in-house meetings. 
Conventions consist of larger groups that typically use the facilities of San 
Antonio’s convention center.  These groups are most often solicited by the 
Convention and Visitors Bureau, and typically house their attendees in 
multiple hotels within the downtown area.  Because of their size, many of 
these groups book well in advance, with a booking lead time of one to five 
years.  According to the CVB officials, the booking lead-time has recently 
become shorter, which makes it more difficult to project the number of 
conventions in future years.  The in-house meetings are generally smaller in 
size, and can be accommodated by the meeting space in one of the local 
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hotels.  In some instances, the group may be large enough to require 
additional guestroom inventory at other local hotels.  The in-house meetings 
are booked by the hotels, based on their own sales and marketing efforts or in 
response to leads generated by the CVB.  These groups are generally much 
shorter-term in nature; the advance-booking pattern for most of these groups 
ranges from three to twelve months, although some have a longer time frame. 

Future meeting and group demand is closely related to growth in the 
commercial segment.  Because most meetings have either a direct or an 
indirect business purpose, the economic considerations that have an impact 
on commercial travel also affect meeting and group demand.  The exception 
is non-commercial meetings, which are tied to the economic factors that 
influence leisure travel.  It should be noted that meetings and similar events 
are booked in advance, and thus growth in this segment tends to lag slightly 
behind increases in commercial demand. 

In projecting meeting and group demand in the subject property's market, we 
have considered all of the data sources applicable to the commercial segment, 
as well as trends in convention activity and leisure travel.  Based on the 
current advance bookings reported by the CVB, and the current economic 
situation, we forecast meeting and group demand to note growth rates of 
2.0% in 2005 and 2.5% in 2006.  In 2007, we have forecast a moderately lower 
growth rate of 1.5% due in part to the lower convention bookings as 
compared to the historical CVB booking pace.  This trend is not expected to 
continue, as is reflected in the forecast which notes a 3.0% growth rate in 
2008, followed by 2.0% in 2009 and 1.5% 2010, before moderating to 0.5% 
growth in 2011.  

This base growth is in addition to the induced demand that is expected to be 
obtained by the opening of the proposed headquarters hotel.  This induced 
demand will be discussed in greater detail later in our report. 

The leisure market segment consists of individuals and families who are 
spending time in the area or passing through en route to other destinations.  
Their travel purposes may include sightseeing, recreation, visiting friends and 
relatives, or numerous other non-business activities.  Leisure demand is 
strongest Friday and Saturday nights and all week during holiday periods 
and the summer months.  These peak periods are negatively correlated with 
commercial visitation, underscoring the stabilizing effect of capturing 
weekend and summer tourist travel.  The typical length of stay ranges from 

Leisure Segment 
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one to four days, depending on the destination and travel purpose, and the 
rate of double occupancy typically ranges from 1.8 to 2.5 people per room. 

Leisure travelers tend to be the most price-sensitive segment of the lodging 
market.  They may prefer low-rise accommodations where parking is 
convenient to the rooms, and they often select accommodations that include 
complimentary amenities such as continental breakfast.  Ease of highway 
access and proximity to tourist attractions and retail centers are important 
locational considerations.  Leisure demand in the subject property's market is 
generated by the sites and attractions described earlier in this report, 
including the Riverwalk, the Alamo, Seaworld, and Six Flags Fiesta Texas.  

Future leisure demand is related to the overall economic health of the region 
and the nation.  Trends showing changes in state and regional 
unemployment and disposable personal income often have a strong 
correlation to non-commercial visitation.  Of the economic and demographic 
data presented earlier in this report, trends in retail sales, retail sector 
employment, total employment, and air traffic counts tend to have the 
strongest influence on leisure demand.  Based on our analysis of the market, 
we expect leisure demand to increase at a rate of 1.5% in 2005, 2.0% in 2006, 
2007, and 2008, respectively, and 1.5% in 2009, before moderating to 0.5% in 
2010. 

The purpose of segmenting the lodging market is to define each major type of 
demand, identify customer characteristics, and estimate future growth trends.  
Starting with an analysis of the local area, several segments were defined as 
representing the subject property's lodging market.  Various types of 
economic and demographic data were then evaluated to determine their 
propensity to reflect changes in hotel demand.  Based on this procedure, we 
forecast the following annual market segment growth rates. 

Annual Market Segment Growth Rates  

Annual Growth Rate
Market Segment

Commercial 1.0 % 1.5 % 1.5 % 1.5 % 1.0 % 0.5 % 0.5 %
Meeting and Group 2.0 2.5 1.5 3.0 2.0 1.5 0.5
Leisure 1.5 2.0 2.0 2.0 1.5 0.5 0.5

Base Demand Growth 1.7 % 2.2 % 1.7 % 2.5 % 1.8 % 1.1 % 0.5 %

2005 2006 2007 2008 20102009 2011

 

Conclusion 
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These growth rates will be used in subsequent sections of this report to 
forecast changes in lodging demand.  Again, we note that these growth rates 
represent change in base year demand, and do not include additional 
demand expected to be induced by the introduction of the proposed 
headquarters hotel.  This induced demand is discussed in Chapter Eight of 
our report. 
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5. Overview of the United States Meetings Market 

Meetings represent an important source of income for hotels.  These events 
are generally planned for ten or more people, depending on the need of the 
group and the capacity of the hotel’s function space or nearby convention 
center.  Meetings can be classified into many different categories, such as 
corporate, association, and SMERF; SMERF is an acronym for meetings that 
are social, military, educational, religious, or fraternal in purpose.  This 
national trends overview will focus on the corporate and association meetings 
categories. 

Meetings and Conventions Magazine publishes a bi-annual report on the 
meetings industry, named the Meetings Market Report.  This well-respected 
study has been published since 1974, and is a compilation of reports and 
opinions of meeting planners.  We have illustrated samples of data from this 
report in this overview.  The latest report was published in August of 2004, 
which includes mainly 2003 data.  The next report will be published in August 
2006, which will cover 2005 data.   

The following table provides an overview of the number of meetings, number 
of attendees, and dollars of expenditures from 1985 through 2003.  
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Summary of National Corporate, Convention, and Association Meetings Market 

Total Number of Meetings
Year

1985 706,100 12,200 185,400 903,700
1987 807,200 12,700 181,700 1,001,600
1989 866,800 12,600 186,600 1,066,000
1991 806,200 10,200 215,000 1,031,400
1993 801,300 11,800 206,500 1,019,600
1995 797,100 10,900 175,600 983,600
1997 783,900 11,300 189,500 984,700
1999 835,700 11,600 174,200 1,021,500
2001 844,100 11,800 177,700 1,033,600
2003 890,900 12,200 155,600 1,058,700

Total Number of Attendees
Year

1985 39,800,000 13,500,000 18,200,000 71,500,000
1987 47,300,000 10,700,000 16,300,000 74,300,000
1989 58,400,000 13,600,000 21,700,000 93,700,000
1991 49,600,000 8,600,000 22,600,000 80,800,000
1993 55,100,000 10,700,000 18,700,000 84,500,000
1995 49,300,000 13,000,000 15,100,000 77,400,000
1997 49,900,000 11,700,000 17,900,000 79,500,000
1999 51,111,111 12,188,889 15,600,000 78,900,000
2001 51,500,000 12,500,000 15,900,000 79,900,000
2003 56,400,000 12,400,000 15,800,000 84,600,000

Total Expenditures (In Billions)
Year

1985 7.5 12.7 11.2 31.4
1987 7.1 11.8 10.0 28.9
1989 9.7 15.0 14.9 39.6
1991 8.7 11.0 15.3 35.0
1993 10.6 15.5 14.3 40.4
1995 8.6 16.8 12.0 37.4
1997 10.8 16.7 14.3 41.8
1999 10.2 16.3 13.7 40.2
2001 10.3 16.6 13.9 40.9
2003 14.9 16.0 13.7 44.6

Corporate Convention Association Total

Corporate Convention Association Total

Corporate Convention Association Total

Sources: 1996, 2000, 2002, & 2004 Meetings Market Reports, 
Meetings & Conventions Magazine
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In this illustrated trend, the total number of meetings peaked first in 1989 at 
just over one million.  By 1991, the quantity of meetings began to decline until 
a turning point in the mid 1990s.  Through its decline and recovery, the 
number of meetings has closely bracketed the one million mark throughout 
the last 16 years.  The number of corporate meetings has steadily increased 
during each year tracked since the low point in 1997; however, we note that 
while data for 2000 is not tracked, meeting trends would have likely 
significantly surpassed 1999 trends, as the economy peaked in this year and 
millennium-related travel and meetings were at an all-time high.  Also, were 
2000 data shown, statistics for 2001 would have likely shown a decline from 
activity levels in this year.  As the economy has recovered from the economic 
turmoil caused by the events of September 11, 2001, corporate meeting 
activity has once again increased, with over 890,000 meetings in 2003.  This 
represents the highest level of activity in the illustrated trend, surpassing the 
previous high recorded in 1989.    

The number of conventions continued to bracket the 12,000-event mark, 
showing continued, gradual increases since 1995; again, the likely peak 
experienced in 2000 is not tracked.  Non-convention association meetings 
declined to the lowest number within the illustrated period, down to almost 
156,000 events, but this decrease was off-set by the growth in the other 
sectors, resulting in an overall increase in the total number of all meetings 
held in 2003. 

Meeting attendance was also on the rise in 2001 through 2003, continuing to 
show steady growth and reaching a total of almost 85 million attendees.  
Overall attendance is still off of the high year of 1989, but has exceeded the 
levels attained in 1991 and 1993.  Expenditures in the convention and 
association meeting categories remained fairly stable between 2001 and 2003, 
but corporate meeting expenditures increased by roughly four billion dollars 
so that total meeting expenditures neared the $45 billion mark.  

Corporate meetings consist of an integral component of the convention 
segment, and its attendees consist of over two thirds of all meeting, group, 
and convention attendees.  Corporate groups tend to have a low double 
occupancy of 1.1 to 1.5, while social groups are likely to have somewhat 
higher double occupancy rates ranging from 1.5 to 1.9.   

Corporate groups generally meet during the workweek, thus generating 
lodging demand on Monday through Thursday nights.  The average length 
of stay for typical meetings and conventions ranges from two to three days.  

Trends in Corporate 
Meetings 
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According to the 2004 Meetings Market Report, the average duration of a 
corporate meeting is 2.8 days, with a six-month planning window.  Feeder 
markets are an important factor influencing corporate meeting demand. 
Generally, facilities that attract travelers from distant areas are characterized 
by greater room night demand and longer lengths of stay than those 
destinations that draw a more local clientele.   

Corporate groups are one of the most profitable components of this segment, 
because they exhibit limited price sensitivity and they often sponsor banquets 
and other events that generate revenue for the host hotel.   

According to the 2004 Meetings Market Report, 56% of corporate expenditures 
went to the host hotel, with 30 out of the 56 points allocated to hotel rooms 
and 26 points allocated to food and beverage costs.  The remaining 44% is 
spent on such areas as air transportation, speakers, entertainment, AV 
equipment, ground transportation, and third-party fees.   

The following table illustrates a breakdown of corporate meeting purpose by 
number of meetings and number of attendees. 

Number of Meetings and Attendees by Type of Corporate Meeting 

Type of Corporate Meeting

Sales and Marketing Meetings 169,289 19       % 6,730,366 12       %
Training and Educational Seminars 249,478 28       5,418,515 10       
Management Meetings 213,839 24       6,331,107 11       
Professional and Technical Meetings 115,829 13       3,479,257 6         
New Product Introductions 44,549 5         9,239,994 16       
Group Incentive Meetings 35,640 4         8,213,328 15       
Individual Incentive Meetings 26,730 3         1,140,740 2         
Stockholder Meetings 8,910 1         8,099,254 14       
Other Meetings 17,820 2         7,757,032 14       

   Total Corporate Meetings 882,084 100     % 56,409,593 100     %

% of Total

Source: 2004 Meetings Market Report, Meetings and Conventions Magazine

Number in Past Year Attendance in Past Year% of Total

 

As the previous data indicates, the most important corporate meetings 
activity is for training and education, followed by management meetings and 
sales and marketing meetings.  
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The following table illustrates the percentage of corporate meeting planners 
that utilize various types of facilities during a given year.  Since the majority 
of meeting planners organize more than one meeting per year, the 
percentages will sum to greater than 100%.   

Types of Hotels Used by Corporate Meeting Planners 

Types of Hotels Used

Downtown Hotels 81 %
Resort Hotels (not including golf resorts) 60
Suburban Hotels 54
Convention Centers 52
Suite Hotels 45
Airport Hotels 37
Golf Resorts 31
Gaming Facilities 18
Residential Conference Centers 13
Non-residential Conference Centers 11
Cruise Ships 4

Corporate Meetings

Source: 2004 Meetings Market Report, 
Meetings and Conventions Magazine

 

Downtown hotels, proximate to a city's central business district, are most 
likely to be recipients of corporate meeting demand, primarily due to the 
large percentage of businesses located in midtown areas.  Suburban hotels are 
the second most used hotel type. 

This table illustrates the opportunity San Antonio has for capturing this group 
segment.  As noted, 81% of meeting planners use downtown hotels and 52% 
use convention centers.   

The following table summarizes the factors cited as important by meeting 
planners when choosing a destination and a host hotel within that 
destination.   
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Factors in Choosing a Corporate Meeting Location and Facility 

Top Factors When Choosing Location

Affordability of Destination 77 % 64              %
Availability of Suitable Hotels 74 57              
Ease of Transportation 62 54              
Safety and Security of Destination 54 72              
Distance Traveled by Attendees 53 46              
Clean and Unspoiled Environment 37 54              
Climate 31 74              
Mandated by Corporate Policy 29 30              
Transportation Costs 27 50              
Availability of Recreational Facilities 19 75              
Sightseeing, Cultural Events, Attractions 12 73              
Glamorous/Popular Image of Location 9 61              

Top Factors When Choosing Hotel Within Location

Cost of Hotel or Meeting Facility 82 % 66              %
Negotiable Food, Beverage, and Room Rates 79 74              
Number, Size, and Quality of Meeting Rooms 84 50              
Quality of Food Service 76 88              
Number, Size, and Quality of Sleeping Rooms 74 84              
Efficiency of Billing Procedures 58 62              
Availability of Meeting Support Services 59 31              
Efficiency of Check-in/Check-out Procedures 49 63              
Assignment of One Staff Person To Handle Meeting 54 62              
Previous Experience in Dealing with Facility and Staff 53 54              
Convenience to Other Modes of Transportation 28 34              
Proximity to Airport 28 29              
Meeting Rooms with Multiple High Speed Lines/Outlets 40 24              
Availability of Exhibit Space 26 11              
Number, Size, and Quality of Suites 30 67              
Proximity to Shopping, Restaurants, Off-site Entertainment 19 61              
Provision of Special Meeting Services 13 39              
Other On-site Recreational Facilities 13 62              
On-site Golf Course 12 53              

Incentive Trips
Corporate Meetings

Incentive Trips(except Incentive Trips)
Corporate Meetings Group

Group

Source: 2004 Meetings Market Report, Meetings and Conventions Magazine

(except Incentive Trips)
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As the preceding table indicates, location factors cited as most important 
include the availability of suitable hotels, affordability, safety, and ease of 
transportation.  A balance therefore must exist between what constitutes a 
suitable yet affordable hotel.   

We note that corporate planners reported an average room rate of $151.00 for 
hotel accommodations, but this number is somewhat skewed by higher-
priced destinations (37% of respondents noted accepting rates of $151.00 or 
more).  Approximately 78% of respondents accepted room rates more than 
$100.00, while 22% accepted room rates below $100.00.  Given the current 
average rate level of the downtown San Antonio market (discussed in the 
following chapters), San Antonio is very well suited for capturing a majority 
of demand from the $100 to $150 price point range.  

Following the economic downturn of late 2000 into 2001 and the subsequent 
recovery, approximately 52% of meeting planners in the latest survey 
reported the 2003 meeting budgets remained unchanged versus 2001 budget 
levels.  Of the remaining participants, 30% noted an increase in the budget, 
while 18% noted a decrease.  Budget anticipations for 2004 in this survey 
reflect a slight shift towards an increase: 53% of budgets are expected to 
remain unchanged, 36% of budgets are expected to increase, and 11% of 
budgets are expected to decrease. 

One of the after-affects of the terrorist attacks of September 11, 2001, is that 
more corporate meetings are being planned closer to home.  Fewer meetings 
are being planned outside of the United States (32% in 2003 vs. 36% in 2001).  
The percentage of corporate planners intending to use foreign or off-shore 
destinations declines further to 29% in 2004. 

Association demand is generally divided on a geographical basis: the most 
common categories are national, regional, and state associations.  Depending 
on their nature, these associations may be more rate sensitive than 
commercial groups.  This is particularly true when members are not 
reimbursed by their employers, but must pay to attend (i.e., guestroom and 
conference fees).  The scheduling pattern of associations also depends on the 
nature of the group.  Professional associations and/or those supported by 
members' employers often meet on weekdays, while other associations prefer 
to hold events on weekends.   

While an event may span three to four days, the majority of delegates may 
mainly seek accommodations for one or two nights during the event.  

Trends in Association 
Meetings 
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Therefore, event attendance typically mimics a curve, with fewer room nights 
booked the first and last nights of the event, and more rooms required during 
the middle.   According to the 2004 Meetings Market Report, the average 
duration of an association meeting is 2.0 days, with a nine-month planning 
window (the planning window for a corporate meeting was a shorter six 
months).   

According to the 2004 Meetings Market Report, 61% of corporate expenditures 
went to the host hotel (versus 56% for corporate meetings), with 35 out of the 
61 points allocated to food and beverage costs (versus 26 points for corporate 
meetings) and 26 points allocated to hotel costs (versus 30 points for corporate 
meetings).  Hence, associations are apt to spend modestly more on food and 
beverage and less on hotel rooms, when compared to corporate groups.  The 
remaining 39% is spent on remaining meeting needs. The following table 
illustrates a breakdown of association meeting purpose by number of 
meetings and number of attendees. 

Number of Meetings and Attendees by Type of Association Meeting 

Type of Association Meeting

Training and Educational Seminars 66,211 40       % 8,374,073 53       %
Board Meetings 40,257 24       2,528,022 16       
Professional and Technical Meetings 25,031 15       2,370,020 15       
Regional/Local Chapter Meetings 22,235 13       1,264,011 8         
Other Off-Premises Meetings 12,835 8         1,264,011 8         

   Total Association Meetings 166,569 100     % 15,800,137 100     %

Source: 2004 Meetings Market Report, Meetings and Conventions Magazine

Attendance in Past Year % of TotalNumber in Past Year % of Total

 

As the previous data shows and as was the case with corporate meetings, the 
most important association meetings activity is for training and education, 
while board meetings show the second highest attendance level, followed by 
professional and technical meetings.   

The following table illustrates the percentage of association meeting planners 
that utilize various types of facilities during a given year; this data is 
illustrated for conventions and non-convention association meetings.  Since 
the majority of meeting planners organize more than one meeting per year, 
the percentages will sum to greater than 100%.   
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Types of Hotels Used by Association Meeting Planners 

Types of Hotels Used

Downtown Hotels 65 % 73 %
Resort Hotels (not including golf resorts) 17 40
Suburban Hotels 16 41
Suite Hotels 11 18
Airport Hotels 9 32
Golf Resorts 8 19
Gaming Facilities 8 9
Residential Conference Centers 2 9
Non-residential Conference Centers - 8
Cruise Ships - 1
Other Facilities 4 30
Did Not Require Hotels 1 3

Source: 2004 Meetings Market Report, Meetings and Conventions Magazine

Conventions Association Meetings

 

Therefore, considerable potential exists for the San Antonio downtown 
destination to capture this type of demand. 

The following table summarizes the factors cited as important by meeting 
planners when choosing a destination and a host hotel within that 
destination.   
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Factors in Choosing an Association Meeting Location and Facility 

Top Factors When Choosing Location

Availability of Suitable Hotels 79 % 83 %
Affordability of Destination 81 77
Safety and Security of Destination 42 46
Ease of Transportation 48 43
Transportation Costs 38 43
Distance Traveled by Attendees 48 38
Clean and Unspoiled Environment 28 30
Climate 24 26
Availability of Recreational Facilities 12 18
Sightseeing, Cultural Events, Attractions 14 23
Mandated by By-Laws 27 27
Glamorous/Popular Image of Location 9 16

Top Factors When Choosing Hotel Within Location

Number, Size, and Quality of Meeting Rooms 81 % 88              %
Negotiable Food, Beverage, and Room Rates 73 83              
Cost of Hotel or Meeting Facility 86 84              
Quality of Food Service 65 71              
Number, Size, and Quality of Sleeping Rooms 68 86              
Efficiency of Billing Procedures 53 61              
Availability of Meeting Support Services 53 64              
Assignment of One Staff Person To Handle Meeting 48 61              
Efficiency of Check-in/Check-out Procedures 46 53              
Availability of Exhibit Space 34 57              
Previous Experience in Dealing with Facility and Staff 39 49              
Proximity to Shopping, Restaurants, Off-site Entertainment 22 35              
Number, Size, and Quality of Suites 15 39              
Proximity to Airport 23 26              
Convenience to Other Modes of Transportation 23 26              
Provision of Special Meeting Services 12 21              
Meeting Rooms with Multiple High Speed Lines/Outlets 24 33              
High Speed Internet 23 14              
Other On-site Recreational Facilities 7 14              
On-site Golf Course 3 8                

Association
Meetings Conventions

Association
Meetings Conventions

Source: 2004 Meetings Market Report, Meetings and Conventions Magazine
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As the preceding table indicates, location factors cited as most important 
include the availability of suitable hotels, affordability, safety, and ease of 
transportation.  Association planners reported an average room rate of $133.00 
for hotel accommodations, roughly $18.00 lower than the corporate mark of 
$151.00.  This price point is again on-target for the current downtown San 
Antonio market.  

Again contrasting the economic downturn of late 2000 into 2001 with the 
recovery seen in 2003, approximately 60% of association meeting planners in 
the latest survey reported the 2003 meeting budgets remained unchanged 
versus 2002 budget levels.  Of the remaining participants, 27% noted an 
increase in the budget, and only 13% noted a decrease.  Budget anticipations 
for 2004 in this survey suggest continued expansion: 62% of budgets are 
expected to remain unchanged, 32% of budgets are expected to increase, and 
7% of budgets are expected to decrease. 

As shown previously, the availability of hotel rooms in a city is an important 
criterion when event planners are making meeting location decisions. The 
Salt Lake Convention and Visitors Bureau publishes a biannual survey on 
available hotel supply in various cities throughout the United States.  We 
have illustrated the following selection of data from this report.  

Hotel Room Availability 
By Major City 
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Total Hotel and Motel Rooms In The Community (Including Committable to Convention and Not Committable) 

Eastern Cities Western Cities

Orlando 3 101,833   Las Vegas 1 124,200     
Atlanta 4 85,000     Los Angeles 2 110,147     
Chicago 5 79,234     Dallas 9 62,000       
New York 6 68,900     Phoenix 10 51,476       
Washington, DC 7 64,935     San Diego 11 50,000       
Miami 8 63,000     Anaheim 12 48,000       
Detroit 15 34,603     Houston 13 46,000       
New Orleans 16 33,022     Denver 14 36,246       
Nashville 17 31,642     San Francisco 18 31,101       
St. Louis 19 31,000     Honolulu 20 30,641       
Minneapolis 23 28,000     Seattle 21 30,000       
Philadelphia 25 26,000     Reno 22 28,093       
Cincinnati 27 23,000     San Antonio 24 27,000       
Baltimore 28 21,120     Kansas City 26 25,200       
Indianapolis 29 20,788     Salt Lake 35 17,549       
Columbus 30 20,000     Portland, OR 36 17,500       
Cleveland 31 19,500     Tucson 38 15,100       
Charlotte 32 19,304     Albuquerque 39 15,000       
Memphis 33 19,000     Palm Springs 40 15,000       
Tampa 34 17,738     Oklahoma City 46 13,000       
Boston 37 17,400     Fort Worth 47 11,000       
Louisville 41 14,232     Corpus Christi 48 9,018         
Birmingham 42 14,000     Sacramento 49 8,500         
Pittsburgh 43 14,000     Des Moines 50 8,050         
Raleigh 44 13,189     El Paso 52 7,900         
Milwaukee 45 13,000     San Jose 55 7,312         
Little Rock 51 8,000       Arlington, TX 56 6,453         
Hartford 53 7,600       Anchorage 57 6,109         
Lexington 54 7,488       Long Beach 59 5,000         
Norfolk 58 5,205       
Opryland Nashville 60 4,476       

Source: Salt Lake Convention and Visitors Bureau

Rank Rooms Rank Rooms
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Committable Hotel and Motel Rooms In The Community 

Eastern Cities Western Cities

Orlando 2 80,000     Las Vegas 1 124,200    
Chicago 3 60,000     Los Angeles 4 55,000       
Atlanta 5 45,000     San Diego 6 33,000       
New York 10 25,000     Phoenix 7 29,000       
New Orleans 11 20,000     Houston 8 26,000       
Minneapolis 13 18,000     Anaheim 9 25,000       
Tampa 15 17,000     San Francisco 12 19,500       
Philadelphia 16 17,000     Dallas 14 17,509       
Charlotte 17 15,000     Seattle 18 15,000       
Miami 19 14,000     Albuquerque 23 12,000       
Nashville 20 12,830     Denver 24 12,000       
Columbus 21 12,500     Kansas City 25 11,400       
Indianapolis 22 12,000     San Antonio 26 10,000       
Memphis 28 10,000     Palm Springs 27 10,000       
Detroit 29 10,000     Tucson 30 9,500         
St. Louis 31 9,200       Honolulu 32 9,000         
Louisville 33 9,000       Salt Lake 35 8,854         
Cincinnati 34 9,000       Portland, OR 37 8,000         
Pittsburgh 36 8,500       Corpus Christi 39 6,000         
Milwaukee 38 6,370       Oklahoma City 40 6,000         
Cleveland 41 6,000       Anchorage 46 5,000         
Boston 42 6,000       Sacramento 50 4,500         
Birmingham 43 6,000       Des Moines 51 4,200         
Baltimore 44 5,500       Long Beach 52 4,125         
Washington, DC 46 5,000       Arlington, TX 53 3,000         
Raleigh 47 5,000       Fort Worth 55 2,800         
Little Rock 48 5,000       El Paso 56 2,700         
Hartford 49 5,000       Reno 58 2,000         
Lexington 54 3,000       San Jose 59 1,620         
Norfolk 57 2,600       

Rank Rooms

Source: Salt Lake Convention and Visitors Bureau

Rank Rooms
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Committable Hotel and Motel Rooms Within One Mile of the Convention Center 

Eastern Cities Western Cities

New York 3 17,000     San Francisco 1 19,500       
New Orleans 4 16,548     Las Vegas 2 18,376       
Orlando 5 10,900     Anaheim 7 10,000       
Atlanta 6 10,000     Honolulu 8 9,000         
Philadelphia 10 7,000       Seattle 9 7,500         
Miami 13 5,300       San Antonio 11 6,317         
Boston 14 5,000       San Diego 12 6,000         
Washington, DC 15 5,000       Dallas 16 4,833         
St. Louis 20 3,900       Los Angeles 17 4,768         
Opryland Nashville 21 3,725       Salt Lake 18 4,220         
Milwaukee 22 3,714       Portland, OR 19 4,000         
Minnepolis 23 3,600       Denver 24 3,455         
Indianapolis 25 3,315       Kansas City 29 2,800         
Charlotte 26 3,088       Anchorage 30 2,800         
Baltimore 27 3,000       Palm Springs 32 2,400         
Detroit 28 2,906       Reno 35 2,054         
Louisville 31 2,500       Long Beach 37 2,000         
Pittsburgh 33 2,400       Sacramento 38 2,000         
Cincinnati 34 2,100       Houston 40 1,910         
Nashville 36 2,025       Phoenix 44 1,795         
Columbus 39 2,000       Arlington, TX 45 1,500         
Cleveland 41 1,800       Fort Worth 46 1,410         
Memphis 42 1,800       Corpus Christi 50 1,200         
Tampa 43 1,800       Des Moines 51 1,120         
Birmingham 47 1,400       Albuquerque 52 1,058         
Norfolk 48 1,388       Tucson 54 915            
Hartford 49 1,300       San Jose 56 770            
Little Rock 53 1,000       Oklahoma City 57 700            
Chicago 55 800          El Paso 60 350            
Lexington 58 650          
Raleigh 59 600          

Source: Salt Lake Convention and Visitors Bureau

Rank Rooms RoomsRank
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Total Rooms of Three Largest Hotels Within One Mile of the Convention Center 

Eastern Cities Western Cities

New York 2 5,663       Las Vegas 1 9,346         
New Orleans 4 5,215       Honolulu 3 5,627         
Atlanta 6 4,300       San Francisco 5 4,614         
Orlando 9 3,418       Anaheim 7 3,913         
Opryland Nashville 10 3,402       Dallas 8 3,679         
Boston 11 3,286       Los Angeles 13 3,075         
Detroit 12 3,212       Long Beach 14 2,951         
Philadelphia 15 2,668       San Diego 16 2,542         
Washington, DC 17 2,541       Kansas City 18 2,455         
Miami 19 2,420       Denver 21 2,348         
St. Louis 20 2,380       Seattle 22 2,280         
Baltimore 25 2,079       Salt Lake 23 2,140         
Cincinnati 27 1,994       San Antonio 24 2,135         
Minneapolis 28 1,932       Reno 26 2,054         
Louisville 29 1,930       Houston 31 1,705         
Pittsburgh 30 1,926       Anchorage 34 1,539         
Indianapolis 32 1,685       Fort Worth 39 1,452         
Milwaukee 33 1,541       Portland, OR 40 1,434         
Tampa 35 1,535       Phoenix 41 1,404         
Nashville 36 1,488       Sacramento 42 1,372         
Columbus 37 1,475       San Jose 47 1,149         
Charlotte 38 1,454       Palm Springs 48 1,100         
Cleveland 43 1,361       Corpus Christi 49 1,020         
Memphis 44 1,350       Arlington, TX 51 960            
Birmingham 45 1,295       Des Moines 52 908            
Norfolk 46 1,194       Albuquerque 53 900            
Hartford 50 1,000       Oklahoma City 58 700            
Lexington 54 807          Tucson 59 550            
Little Rock 55 800          El Paso 60 477            
Chicago 56 800          
Raleigh 57 753          

Rank

Source: Salt Lake Convention and Visitors Bureau

Rooms Rank Rooms

 

This data indicates that San Francisco (1), Las Vegas (2), New York (3), New 
Orleans (4), Orlando (5), Atlanta (6), Anaheim (7), Honolulu (8), Seattle (9), 
and Philadelphia (10) are able to commit the largest room total room blocks – 
within one mile of their center -- to convention center events in the United 
States.  But once you look beyond the mile-limit and review the community 
wide committable-room rankings, Las Vegas and Orlando rise to the number 
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one and two positions, respectively, with available, committable room counts 
well above the remainder of the survey cities.   

Nationwide, the meeting and convention segment of the market has 
exhibited a strong preference for planning events during the late spring/early 
summer and fall months, with September, October, November (the first three 
weeks), and June representing the strongest months.  The table below depicts 
the breakdown of percentages for the favorability of planning meetings in 
each month throughout the year.   

Frequency and Seasonality of Major Conventions 

Frequency

Every Other Year 3 %
Annually 84
Twice a Year 11
Four Times Per Year 0
Other 2
No Major Convention 6

Seasonality

January 6 %
February 4
March 8
April 6
May 6
June 14
July 8
August 5
September 12
October 16
November 12
December 3

Percentage

Percentage

Source: 2004 Meetings Market Report, 
Meetings and Conventions Magazine

 

As the table above indicates, summer months are popular to group business 
to a lesser degree, for lifestyle and vacation reasons.  The summer months are 
oftentimes selected by those groups in need of a price discount, which 
generally occurs during this season.  Association meetings typically display 
slightly different characteristics than commercial meetings.  State and regional 
associations often hold their meetings during the summer season, 

Meeting and 
Convention Timing and 
Seasonal Patterns 
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contributing to the annual occupancies of lodging facilities with meeting 
space at a time when commercial activity and room rates may be at their 
lowest.  This typically occurs in May through August.  Association gatherings 
are generally larger than corporate meetings and utilize a convention center 
and require larger amounts of exhibition and/or meeting space. 
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6. Competition  

An integral component of the supply and demand relationship that has a 
direct impact on the availability of lodging demand is the current and 
anticipated supply of competitive lodging facilities. To evaluate an area's 
competitive environment, the following steps should be taken: 

• Identify the area's lodging facilities and determine which are expected 
to be directly and indirectly competitive with the proposed subject 
property.  

• Determine whether additional hotel rooms, besides the proposed 
subject, will enter the market in the foreseeable future (net of 
attrition).  

• Quantify the number of existing and proposed hotel rooms available 
in the market.  

• Review the rate structure, occupancy levels, market orientation, 
facilities, and amenities of each competitor.  

Based on an evaluation of the occupancy, rate structure, market orientation, 
chain affiliation, location, facilities, amenities, reputation, and quality of the 
area's hotels, as well as the comments of area hotel representatives, we have 
identified five properties that are expected to be primarily competitive with 
the proposed headquarters hotel.  These primary competitors total almost 
3,100 rooms.   

Additional lodging facilities are judged to be only secondarily competitive; 
although the facilities, rate structures, or market orientations of these hotels 
prevent their inclusion among the primarily competitive supply, they are 
expected to compete with the subject property to some extent. The room 
count of the secondary aggregate supply has been weighted to reflect the 
degree to which the set competes with the proposed Hyatt headquarters 
hotel; the aggregate weighted room count of the secondary competitors is 
roughly 2,250.  
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The following table summarizes the important operating characteristics of the 
primary competitors and the aggregate secondary competitors. Ranges are 
illustrated due to the confidentiality of the data; actual occupancy and 
average rate levels were used in our financial models.  This information was 
compiled from personal interviews, inspections, lodging directories, and our 
in-house library of operating data.   

Primary Competitors and Aggregate Secondary Competitors 

Est. Segmentation  Estimated 2003 * Estimated 2004 *
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Property  Occ. RevPAR RevPAR
Occupancy 
Penetration

Yield 
Penetration  

Marriott Rivercenter 1,001 7 % 75 % 18 % 1,001 80-85% $150-$160 $120-$130 1,001 80-85 % $150-$160 $120-$130 105-115 % 115-125 %
Marriott Riverwalk 512 7 75 18 512 80-85 140-150 110-120 512 80-85 150-160 120-130 105-115 115-125
Hyatt Regency 632 5 65 30 632 75-80 130-140 100-110 632 75-80 145-155 105-115 95-105 100-110
Westin Riverwalk 473 15 55 30 473 75-80 140-150 100-110 473 75-80 150-160 115-125 95-105 110-120
Hilton Palacio Del Rio 481 5 60 35 481 70-75 140-150 90-100 481 75-80 140-150 105-115 95-105 100-110

Sub-Totals/Averages 3,099 8 % 68 % 25 % 3,099 78 % $145 $113 3,099 79 % $151 $119 105 % 114 %

Secondary Competitors 3,046 9 % 41 % 50 % 2,251 68 % $115 $78 2,251 70 % $122 $85 93 % 81 %

Totals/Averages 6,145 8 % 57 % 35 % 5,350 74 % $133 $98 5,350 75 % $139 $105 100 % 100 %

* Ranges are illustrated due to the public nature of this document. PrimComp2
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Our survey of the primarily competitive hotels in the downtown San Antonio 
lodging market shows a mixture of hotels affiliated with nationally 
recognized lodging chains as well as independently operated hotels.   

Primary Competitors 
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Map of Competition 

 

Each future competitor was inspected and evaluated.  Descriptions of our 
findings are presented on the following pages. 

The 1,001-room Marriott Rivercenter, which is often marketed as a 
headquarters hotel facility, along with the 512-room Marriott Riverwalk, is 
located one block from the convention center as well as the subject site.  The 
Marriott Rivercenter originally opened in 1988 and remains a corporately-
owned and operated facility together with the Marriott Riverwalk, which was 
originally constructed in the late 1970s.  

Marriott Rivercenter 
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Marriotts Rivercenter and Riverwalk 

 

With ±60,000 square feet of on-site meeting space, the Marriott Rivercenter is 
often considered the premier meeting and convention destination hotel.  In 
addition to its location within one block of the convention center, the 
property is attached with the upscale Rivercenter Mall and the Riverwalk, 
and is a short walk to the Alamo.  This competitor offers among the largest 
amount of function space among the primary competitors to compliment the 
hotel’s 915 guestrooms and 86 suites (totaling 1,001 guest units); additionally, 
the hotel features four food and beverage venues, retail space, and well-
appointed guestroom amenities.  Based on its location, amenities, and 
facilities, the Marriott Rivercenter accommodates a majority of meeting and 
convention-oriented (group) demand; this segment accounts for nearly 75% 
of the hotel’s total occupancy.  According to management representatives, of 
the meeting and group demand, roughly 60% comprises in-house groups 
while the remaining 40% is considered city-wide convention/group in nature.  

This four-star competitor has undergone select guestroom and public space 
upgrades and renovations over the past four years; this allows the Marriott 
Rivercenter to remain in a highly competitive position within the market.  
Regional Marriott representatives noted preliminary expansion plans 
consisting of roughly 20,000 additional square feet of meeting space.  While 
plans are reportedly being pursued, details about the status and target 
completion of such a project were not available as of the date of this report.  
Together with its sister hotel, the Marriott Rivercenter realized the highest 
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occupancy and yield penetration levels in the 2004 base year.  The proposed 
Hyatt’s room rate should trend very closely to these two properties. 

The 512-room Marriott Riverwalk is located between the convention center 
and the Marriott Rivercenter, adjacent to the Rivercenter Mall; as a result, this 
Marriott property is located directly north of the subject site.  The property 
features roughly 12,000 square feet of meeting space; the ballroom at the hotel 
received recent renovations and upgrades within the past two years.  This 
competitor houses several on-site food and beverage options in addition to 
those located across the street at the Marriott Rivercenter; the property also 
offers upgraded and modern guestroom amenities and facilities, consistent 
with upscale, full-service Marriott standards.   The Marriott Riverwalk, which 
is the oldest of the two Marriott properties, was originally constructed in 1979 
and has undergone numerous renovations to guestrooms and public areas 
throughout its existence.  While the façade appears somewhat dated, the 
hotel’s primary products are in very good condition and consistent with the 
upgraded facilities of the Marriott Rivercenter.   

As noted in subsequent sections of this report, the Rivercenter and Riverwalk 
Marriott hotels are often marketed together as a convention headquarters 
facility offering ±1,500 guestrooms and over 70,000 square feet of function 
space between the two hotels.  This allows the Marriott Riverwalk to maintain 
similar and competitive occupancy and average rate performance within the 
market compared to the Marriott Rivercenter; the hotel realizes a matched 
marketing mix and achieved similar, higher-than-market occupancy and yield 
penetration rates in the 2004 base year.   

The 632-unit Hyatt Regency is located directly on the Riverwalk and roughly 
two blocks from the Alamo.  Along with the Marriott properties, the Hyatt has 
long-been considered a leader in the meeting and convention demand sector 
and is often a focal point for convention-related activity.  The Hyatt Regency 
was originally constructed in 1981 and remains owned by a third-party group 
and operates under a management agreement with Hyatt Hotels and Resorts. 

Marriott Riverwalk 

Hyatt Regency 
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Hyatt Regency 

 

Within recent years, street-level retail space in the hotel’s adjacent parking 
structure was reconfigured into the Hyatt Conference Center.  This allows the 
Hyatt to effectively market 40,000 square feet of flexible and diverse on-site 
meeting space to a variety of in-house meeting demand and group needs.  
According to hotel management, the property accommodates roughly 65% of 
meeting and group demand with nearly 100% of that demand generated by 
in-house meeting and group activity; flexible meeting space and function 
space configurations allow the hotel to efficiently book on-site meetings, 
therefore alleviating dependence on city-wide convention activity.   

The Hyatt Regency is in very good condition although the exterior and 
portions of the interior public space appear somewhat dated.  The lobby was 
renovated within the past two years while the majority of the meeting space 
received renovations within the past 18 months.  In order to combat negative 
effects of continued new hotel room supply and inventory throughout the 
market, the Hyatt completed a roughly $16 million guestroom renovation 
including a new, total soft and case goods renovation, bathroom upgrades, 
and corridor renovations.  The hotel is also considering an addition of 8,000 
square feet of meeting space; although no timelines were available as of the 
date of this report for this project.   

This 473-room competitor is located at 420 Market Street in the central 
Riverwalk area of San Antonio, roughly one-half mile west of the subject site.  
The 15-story property was constructed in 1999.  The Westin appeared in very 

Westin Riverwalk 
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good condition upon inspection.  The hotel features 433 large guestrooms and 
40 suites.  All rooms feature Westin’s signature Heavenly Bed bedding 
package, dual-line telephones, turbo net high speed internet, over-sized 
marble-finished bathrooms, and complimentary Starbucks coffee. 

Westin Riverwalk Hotel 

 

In addition to guestrooms, the Westin features ten meeting rooms 
encompassing over 19,000 square feet of meeting and function space, 
including a 5,900-square-foot ballroom and a 3,100-square-foot junior 
ballroom.   As a result of its physical plan attributes, the Westin 
accommodates a greater percentage of commercial (corporate transient) 
demand and slightly less meeting and group (in-house and city-wide 
convention) than the majority of the primary competitors.  The property also 
features two restaurants, the Caliza Grille and El Cafeto, the El Rinco de Maria 
lounge, and a seasonal poolside bar.  Along with these amenities, the hotel 
also offers an outdoor pool, a sauna, a fitness center, a sundry shop, a 
business center, and a concierge desk.  The property is currently converting 
roughly 3,000 to 4,000 square feet of under utilized retail space into additional 
meeting rooms.   

The hotel is able to capture one of the highest average room rates in the 
market due to its first class nature and Riverwalk location.  The Westin 
generally enjoys success due to its prominence of the Riverwalk location, 
recent construction, and first-class product.   

This 481-room competitor is located at 200 South Alamo Street, directly across 
the street from the convention center and roughly two blocks west of the 

Hilton Palacio Del Rio 
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subject site.  The 21-story Hilton was constructed in 1968 and has been one of 
the city’s leading hotels since its opening.  

The Hilton appeared to be in good condition upon inspection.  The hotel 
features 471 guestrooms and 10 suites.  All rooms feature private balconies, 
Spanish décor, Mexican onyx and brass fixtures, mesquite floors and white 
oak furnishings, and extensive guest amenities. 

Hilton Palacio Del Rio 

 

In addition to guestrooms, the Hilton features 25 meeting rooms with over 
24,500 square feet of meeting and function space, including a 5,757-square-
foot ballroom and a 4,635-square-foot junior ballroom.  The property also 
features the Ibiza restaurant and bar and Durty Nelly’s, an authentic Irish bar 
located on the Riverwalk.  Along with these amenities, the Hilton features a 
fitness center, an outdoor pool, a whirlpool, a business center, and high speed 
internet in each room. 

The hotel, with its prime Riverwalk location and close proximity to the 
convention center facility, is easily able to command competitive rates within 
the market.  The Hilton’s demand comprises primarily meeting and group 
demand, accounting for 60% of the hotel’s overall demand; the remaining 
demand includes 35% leisure and 5% commercial.  While the Hilton enjoys 
one of the most prominent locations along the heart of the Riverwalk, the 
property’s somewhat dated and older physical limitations, largely in terms of 
in-house meeting capabilities, compromise the Hilton’s occupancy 
performance in the market.  In the 2004 base year, the Hilton enjoyed an 
occupancy level near the market average, average was among the lowest of 
the primary competitors.    
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Twelve San Antonio hotels are expected to compete with the subject property 
on a secondary basis.  Together, the aggregate secondary competitors 
achieved an overall weighted occupancy of roughly 70% at an average rate of 
roughly $121.00 yielding a rounded RevPAR of $85.00 in 2004.  The recent 
operating data is indicated in the following table. 

Secondary Competitor Data 

Est. Segmentation   Estimated 2003 * Estimated 2004 *
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Average 

Rate RevPAR Occ.
Average 

Rate RevPAR

Emily Morgan Hotel 177 3 % 30 % 67 % 40 % 71 65-70 % $120-130 $80-90 71 70-75 % $120-130 $80-90
Sheraton Hotel Gunter 322 5 45 50 80 258 65-70 95-105 65-75 258 70-75 105-115 75-85
Wyndham Grand St. Anthony 352 5 40 55 80 282 75-80 90-100 65-75 282 75-80 95-105 75-85
Holiday Inn Riverwalk 313 5 35 60 70 219 70-75 110-120 75-85 219 70-75 110-120 80-90
Preferred La Mansion Del Rio 337 5 40 55 80 270 70-75 165-175 115-125 270 70-75 170-180 115-125
Homewood Suites Riverwalk 146 15 35 50 50 73 80-85 110-120 90-100 73 75-80 120-130 90-100
Menger Hotel 320 5 45 50 60 192 65-70 105-115 70-80 192 65-70 105-115 65-75
Crowne Plaza (former Adam's 410 15 50 35 90 369 60-65 95-105 70-80 369 60-65 100-110 70-80
The Crockett Hotel (former Hol 204 5 30 65 70 143 50-55 80-90 40-50 143 60-65 80-90 45-55
Marriott Plaza San Antonio 252 15 55 30 90 227 70-75 120-130 85-95 227 75-80 130-140 95-105
Hotel Valencia 213 20 20 60 70 149 50-55 120-130 65-75 149 60-65 160-170 95-105

   Totals/Averages 3,046 9 % 41 % 50 % 74 % 2,251 68 % $115 $78 2,251 70 % $122 $85

*Ranges are illustrated due to the public nature of this document.
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Due to the large-scale, headquarters operation associated with the proposed 
subject property, a grouping of smaller, luxury, boutique as well as 
independent and historic properties are grouped and considered secondary 
competitors.  These product offerings represent a cross-section of full-service, 
modified, full-service, and all-suite/extended-stay hotel products.  Based on 
these characteristics, the secondary competitive grouping of hotels 
collectively accommodate considerably less meeting and group demand (city-
wide convention as well as in-house meeting and group) compared to the 
primary competitors.  In 2004, the marketing mix of the secondary aggregate 
supply posted roughly 41% meeting and group demand and roughly 50% 
leisure demand compared to the 57% meeting and group and 35% leisure 
orientation of the primary competitive set. 

Due to product differences, market orientations, and a mix of locations, 
among other variables, the secondary competitors located in the downtown 
competitive environment have been weighted with competitive levels 
ranging from 40% to 90% with the proposed subject property.  Depending on 

Aggregate Secondary  
Competitors 
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level of service and scope of facilities, the larger, more meeting-oriented 
secondary competitors are anticipated to be more competitive with the 
proposed subject property in the future while the smaller, boutique and/or 
historic, luxury hotels are expected to be less competitive with a proposed 
convention center headquarters hotel facility.   

The following paragraphs briefly describe circumstances (foreseen changes 
and/or shifts) surrounding select downtown hotels grouped within the 
secondary aggregate supply. 

• The Crowne Plaza (former Adam’s Mark) was purchased from HBE 
Corporation by Pyramid Advisors and Morgan Stanley in a joint venture 
in December 2003.  After the purchase, the hotel underwent extensive 
lobby, restaurant, meeting space, and guestroom renovations then 
subsequently reflagged a Crowne Plaza hotel.  The property is located in 
the northwestern quadrant of the downtown area and features 410 
guestrooms along with ±37,000 square feet of on-site meeting space.  The 
property was in average condition as of early 2004.   

• Gal-Tex Hospitality Group owns and operates the 316-room Menger 
Hotel and the 204-unit Crockett Hotel (former Holiday Inn); both 
properties are located adjacent to the Alamo and adjacent to one-another.   
While the Menger last underwent major renovation and expansion efforts 
between 1984 and 1989, the properties have received only necessary 
improvements, upgrades, and renovations as of late.  The Crocket Hotel 
reportedly lost its franchise affiliation to operate as a Holiday Inn during 
the later portion of 2004.   

• The 252-unit Plaza San Antonio, a Marriott facility, features a sprawling, 
resort-like setting within the heart of downtown, adjacent to the 
convention center and only blocks away from the Riverwalk.  The 
property is owned by Highland Hospitality and is recently associated 
with Crestline (late 2003) as the operating entity.  The property is in good 
condition, although some aspects are dated, making the property 
vulnerable to declines as new supply continues to enter the downtown 
competitive environment.  These characteristics, along with the hotel’s 
location which slightly removed from the Riverwalk, reportedly results in 
measurable average rate discounting compared to the hotels located 
directly on the Riverwalk.  The Marriott’s primary restaurant/lounge and 
lobby received limited renovations in 2002/03; however, management 
noted plans for an estimated $6 million renovation which will include 
significant guestroom renovations, upgraded corridors, and upgrades to 
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meeting space and recreational amenities such as the free-standing fitness 
facility and outdoor swimming pool.  Various meeting space venues on-
site underwent renovations in early 2004, while the majority of meeting 
space will reportedly receive upgrades following the initial renovation 
phase, in 2005/06.  Lastly, property management noted the need for 
additional meeting space to compliment the 16,000 square feet of existing, 
on-site space; initial future plans call for the conversion of the outdoor 
tennis courts into highly functional meeting space.   

• The 213-room Hotel Valencia opened in January 2003 and represents the 
most recent addition to supply in the downtown core.  The property was 
developed and remains owned and operated by Valencia Hotels Group 
out of San Antonio.  This competitor benefits from a Riverwalk location 
among other popular secondary competitors such as the Sheraton Gunter 
and La Mansion Del Rio.  The property is extremely modern and 
contemporary in design, unlike competitive properties.  Upscale amenities 
include twice-daily housekeeping service, multiple points of high-speed 
internet access within each guestroom, and custom-made Valencia beds 
with upscale linens.  Due to a modest room count and very limited 
meeting space, the hotel reportedly caterers primarily to the individual 
traveler; however, recent information suggests that the property has 
identified a need for more meeting space with the meeting and group-
heavy market and is converting limited public space and administrative 
areas to meeting rooms.    

It is important to consider any new hotels that may have an impact on the 
subject property's operating performance. In addition to the 1,000-unit 
proposed Hyatt subject property, several additional proposed hotel projects 
are either recently completed, under development, or proposed for the 
downtown San Antonio market.   

A 265-unit Hotel Contessa is currently entering final planning and pre-
construction stages.  The property is planned to be located along the 
Riverwalk, proximate to the Westin Riverwalk, at 315 Commerce Street.   The 
site is currently owned by and the developer of this project is Riverton Suites, 
Ltd.  The ownership company includes the development team comprising 
Hixon Properties Incorporated and Hines Interests Limited Partnership.  
Other ownership interests in Riverton Suites, Ltd. include HPI Suites 
Investors, Ltd., and an undisclosed third party.  The target completion for the 
project is November 1, 2005.  Due to anticipated characteristics of the all-suite 
hotel, we expect the property to be only partially competitive with the 
proposed subject property in the future.  

Additions to Supply 
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Limited-service hotel development continues on the periphery of the CBD, 
where land prices are more reasonable.  For example, La Quinta recently 
completed their redevelopment and expansion of the existing La Quinta Inn, 
including a ±200-room expansion adjacent from the Marriott Rivercenter.  
This type of development is not considered a risk to the proposed subject 
property, as these hotels generally cater to the more price-sensitive demand 
in this market.  Additionally, Drury Inns is planning a 320-unit Drury Plaza 
Hotel, the hotel is reportedly scheduled open in late 2006.  The hotel will be 
part of the transformation of the historic Alamo National Bank Building 
which is located at Commerce and St. Mary’s Street along the Riverwalk and 
the Aztec Theater.   

We have identified five primarily competitive downtown properties and 
twelve secondary competitors that are expected to be competitive to some 
degree with the proposed subject property.  In 2004, the total competitive 
supply achieved an estimated roughly 75.0% occupancy at a $139.00 average 
rate, resulting in a RevPAR of roughly $105.00.   

Conclusion 
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7. Review of Proposed Hotel Facility 

For the purposes of estimating income and expense for the subject property, 
we have relied on a proposed facility program for the Hyatt subject property, 
which includes 1,000 guestrooms in addition to roughly 75,550 square feet of 
meeting space, a three meal restaurant, a coffee bar, and appropriate 
recreational amenities for a hotel of this type.  We have assumed other 
ancillary components of the hotel would be constructed along with this 
guestroom tower, in order to allow the hotel to be a formidable competitor 
within the U.S. convention hotel market.  These assumptions and a review of 
the facilities offered by competitive cities are illustrated in this chapter.  

Our forecast must begin on a given date.  For the purpose of this analysis, we 
have assumed an opening date of January 31, 2008. This date takes into 
consideration time for funding, pre-development (plan approval, permits), 
pre-marketing and pre-booking, and construction.  Moreover, our occupancy 
build-up takes into consideration the formidable task of opening a hotel on a 
specific date.  Most often, hotels are open “almost finished.”  These properties 
are in functional condition, but staff is still being trained and construction 
odds and ends are being attended to.  Technology glitches are being handled, 
and back-ordered items are still being installed. 

It is assumed that the hotel will be full-service in nature and with the finish-
out typical of a first-class, convention headquarters hotel.  The hotel’s facility 
is expected to be of high quality, conforming at a minimum to the brand-
specific guidelines set forth by Hyatt Hotels Corporation, the owner and 
operator of the hotel.  Our forecast assumes that the property will be 
maintained in a competitive condition, undergoing regular renovations of soft 
goods and case goods funded primarily by a reserve for replacement.   

The quality of a lodging facility's physical improvements has a direct 
influence on marketability, attainable occupancy, and average room rate.  The 
design and functionality of the structure can also affect operating efficiency 
and overall profitability.  The hotel's facilities are expected to be of a high 
quality level for the San Antonio market area, and similar in finish and first-

Project Timing 

Product Quality 
Category and Brand 
Affiliation 
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class feel to the Westin, the Marriott Rivercenter/Riverwalk, or the Hyatt 
Regency.  Hence, the proposed Hyatt subject property's guestrooms are 
expected to be upscale and comfortable as the hotel facilities are expected to 
serve as the host hotel for conventions, in-house groups, and transient 
travelers.  The product should conform to the guidelines to achieve at least a 
3-star Mobil hotel rating and 4-diamond AAA hotel rating.  

In the remainder of this section, we will discuss each component of the hotel 
in greater detail.  Both design and functionality features are discussed, as well 
as a review of the necessary features required within each hotel area.  

A hotel’s entrance and exterior appearance is important to the overall image 
of a lodging facility.  In addition to serving a number of functional uses, the 
entryway, exterior grounds, and hotel lobby create the important first 
impression on the arriving guest.  Therefore, the exterior of the hotel must be 
first-class in appearance and should conform to the design requirements for a 
significant downtown structure.  The building should be highlighted by 
exterior lighting as necessary during the evening hours and should have 
easily identifiable signage at the entry to the site and on the hotel building 
itself.  The grounds of the hotel should be landscaped with a variety of trees, 
shrubs, and flower beds to complement the well kept, landscape of the 
convention center.  The grounds and the parking structure should be well lit 
during evening and night hours. 

The main entrance of the hotel should feature a porte cochere (covered entry) 
that is easily identifiable from the main entrance to the site.  The entrance 
should have a breezeway with automatic, revolving doors.  The lobby area 
should be well organized, to minimize confusion and maximize traffic flow 
for guests and personnel.  The lobby seating area should be ample, in order to 
accommodate guests who wish to socialize or groups of people assembling for 
other functions.  Lighting, furniture, and decor should be designed for 
aesthetics and guest comfort.   Public restrooms, telephones, and elevators 
should be clearly identifiable and easy to reach.  Other facilities expected to be 
accessed off of the lobby include the hotel's three-meal restaurant, “Perks” 
coffee bar, the business center, the gift shop, and the escalators to the any 
upper level public space. 

The front desk should be located within the lobby and should be well 
equipped for guest registration, advance reservations, cashier services, money 
changing, information, distribution of room keys and guest mail, messages, 
switchboard operation, and accounting.  The front desk area should have 

HOTEL DESIGN AND 
FUNCTIONALITY 

Exterior, Entryway, and 
Lobby 
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direct telephone and/or intercom linkage with all areas of the hotel including 
administrative offices, the housekeeping department, restaurant and lounge, 
fitness area, and guestrooms. 

The front desk should also provide a system of security for cash and guests' 
valuables; this is best accomplished through the use of a safe, located in a 
separate room designed for this purpose.  Guests should be allowed to see 
their valuables being placed into the safe, but this area should not be readily 
visible to passers-by or employees.   

Arguably, the two most important factors in choosing any city’s convention 
center and its convention headquarters hotel are the size of the available 
room block at the hotel and the size of the center’s and hotel’s main ballroom.  
In this sub-section, we will discuss the guestrooms. 

Meeting planners prefer to have a majority of their constituents within the 
larger, headquarters room block.  If a convention is able to house the majority 
of constituents at a singular property, less coordination efforts are needed 
between hotels.  Moreover, the meeting planner has a greater chance at 
capturing the attendee for more convention-related events if the attendee is 
being housed within the property. Smaller room blocks are made at 
surrounding hotels as necessary, typically within close proximity to the 
convention center and headquarters hotel. 

Convention travelers themselves also prefer to be within the headquarters 
hotel.  Often, meeting attendees want to escape to their guestrooms between 
meetings for breaks, to drop-off or pick-up materials, or handle other 
necessities.  It is also the most easy and preferred access to the meetings at the 
beginning and end of the day’s sessions.  If staying at a nearby hotel, guests 
often have to reserve more time for transportation to and from the meeting 
facility and cannot escape to guestrooms between sessions. 

Several years ago (and even today), the presence of the substantial 
headquarters hotel was more of an exception to the norm.  As such, large 
conventions were willing to split up their attendees among many different 
hotels, as well as settling for a smaller headquarters hotel block.  However, 
the market is now shifting as more and more cities build substantial 
headquarters hotel properties.  Substantial room blocks are now becoming 
available in large hotels located adjacent to the region’s most significant 
convention centers.  Meeting planners will now have their pick of facilities, 
which offer substantial room blocks within the headquarters hotel.  

Guestrooms 
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As noted previously, the subject hotel is proposed to have 1,000 guestrooms, 
which is expected to contain a mix of standard rooms and suites (see chart 
below).  While the Marriott Rivercenter and Riverwalk properties are 
generally collectively positioned as a headquarters facility for the convention 
center, a single, designated convention headquarters hotel may enable the 
Henry B. Gonzalez Convention Center to better compete with other cities 
which offer a headquarters hotel capability.  The following survey illustrates 
the room supply offered or to be offered by a selection of these competitive 
convention cities.  

Hotel Presence in Competitive Convention Cities 

Convention Proposed/Planned Adjacent Existing Existing Existing
Center Headquarters Hotel Headquarters Hotel Primary Hotel Primary Hotel Primary Hotel

Orlando Orange County 1,000-rm Peabody Expansion 891-rm Peabody Hotel 2,267-rm Swan & Dolphin 2,000-rm Marriott Many other large Orlando hotels

Chicago McCormick Place         —  800-rm Hyatt 2,019-rm Hyatt Regency 1,543-rm Hilton 1,192-rm Marriott & 1,209-rm Sheraton

Atlanta Georgia World Congress         —  1,067-rm Omni (Expanded) 1,675-rm Marriott 1,264-rm Grand Hyatt 1,224-rm Hilton

Dallas Under Study         —  1,122-rm Hyatt 1,614-rm Wyndham Anatole 1,840-rm Adam's Mark

New Orleans         —  1,616-rm Hilton 1,100 Sheraton 1,344-rm Marriott 1,184-rm Hyatt

Houston         —  1,200-rm Hilton (New) 977-rm Hyatt 350-rm DoubleTree 399-rm Four Seasons

Denver 1,100-rm Hyatt (late 2006)         —  1,225-rm Adam's Mark 613-rm Marriott 511-rm Hyatt

San Diego Convention Center         —  1,303-rm Marriott 1,625-rm Hyatt (Expanded) 450-rm Westin         —     

St. Louis         —  875-rm Renaissance (New) 910-rm Adam's Mark 780-rm Millenium 672-rm Marriott & 538-rm Hyatt

San Antonio Under Study         —  1,001-rm Marriott 632-rm Hyatt 515-rm Marriott

Kansas City         —  946-rm Marriott 731-rm Hyatt 729-rm Westin         —     

Indianapolis         —  587-rm Marriott (New) 573-rm Westin 497-rm Hyatt 424-rm Omni

Charlotte         —  700-rm Westin (New) 613-rm Adam's Mark 434-rm Marriott 407-rm Hilton

Austin         —  800-rm Hilton (New) 446-rm Hyatt 413-rm Radisson 375-rm Omni

Fort Worth 600-rm Omni Hotel         —  517-rm Radisson 504-rm Renaissance 430-rm Fort Worth Plaza Hotel

Birmingham         —  770-rm Sheraton 298-rm Radisson         —             —     

Tampa Convention Center         —  717-rm Marriott (New) 521-rm Hyatt 299-rm Wyndham 312-rm Holiday Inn

Memphis 202-rm Marriott Expansion 400-rm Marriott 468-rm Peabody 280-rm Radisson         —   

As illustrated, a majority of those cities considered competitive with San 
Antonio currently offer, or will soon offer, the convention planner an adjacent 
headquarters hotel.  This data also illustrates the many cities which have 
recently added headquarters capabilities. 
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Review of Competitors’ Room Counts, Suite Mix, and Food and Beverage Offering 

The following two tables display the current room counts of select 
competitors including opening year, suite counts, and food and beverage 
offerings. 

Guestroom Count, Suite Mix, Food and Beverage Outlets – Competitive Review 

Year Mobil AAA
Hotel Name Opened Stars Diamonds

Dallas, TX
Adam's Mark 1,840 1959/98 NA NA 211 11.5 % 1 3 2
Wyndham Anatole 1,614 1979/83 3 4 129 8.0 1 4 3
Dallas Hyatt 1,122 1978 3 4 41 3.7 1 2 2

Grapevine, TX
Gaylord Texan 1,500 2004 NA NA 120 8.0 1 4 2

Fort Worth, TX
Radisson 517 1921/81 2 3 11 2.1 % 0 2 1
Renaissance 504 1981 3 4 30 6.0 1 1 1
Fort Worth Plaza 430 1973 2 0 24 5.6 0 1 2

San Antonio, TX
Marriott Rivercenter 1,001 1968 4 4 86 8.6 % 1 1 1
Hyatt 632 1981 3 4 28 4.4 0 1 1
Marriott Riverwalk 515 1979 3 4 5 1.0 0 2 1

Austin, TX
Hilton 800 2004 NA NA 25 3.1 % 0 2 1
Hyatt 446 1982 3 4 18 4.0 0 2 1
Radisson 413 1966 3 3 99 24.0 0 1 0

Houston, TX
Hilton Americas 1,200 2003 NA 4 66 5.5 % 1 2 1
Houston Hyatt 977 1973 3 3 30 3.1 1 2 1

New Orleans, LA
New Orleans Hilton 1,616 1977 3 4 73 4.5 0 2 2
New Orleans Sheraton 1,100 1982 3 4 53 4.8 0 2 1
New Orleans Marriott 1,344 1972 4 3 54 4.0 1 1 3

Concept/Number
of Rooms Lounge

Current Ratings

Total Fine
% Suites
of Total

Suites
Food and Beverage Facilities

Casual
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Guestroom Count, Suite Mix, Food and Beverage Outlets – Competitive Review (Continued) 

Year Mobil AAA
Hotel Name Opened Stars Diamonds

Denver, CO
Adam's Mark 1,225 1959/97 3 3 92 7.5 % 1 2 4
Marriott City Center 613 1982 3 3 16 2.6 0 1 1
Hyatt Regency 511 1979 3 3 25 4.9 1 0 2

Kansas City, MO
Marriott 946 1985 3 3 37 3.9 % 0 3 2
Hyatt 731 1980 3 4 42 5.7 1 2 1
Westin 729 1973 3 3 49 6.7 1 1 1

St. Louis, MO
Renaissance 875 2003 NA 4 43 9.6 % 1 0 1
Adam's Mark 910 1986 2 3 96 9.6 1 2 2
Millennium 780 1969 3 3 25 3.2 1 2 2

Chicago, IL
Hyatt McCormick Place 800 1998 3 NA 53 6.6 % 1 0 1
Hyatt Downtown 2,019 1974/80 3 4 175 8.7 1 4 2
Hilton and Towers 1,543 1927 3 3 65 4.2 1 2 1

Indianapolis, IN
Marriott 587 2001 3 4 28 4.8 % 1 1 1
Westin 573 1989 3 3 30 5.2 1 1 1
Hyatt 497 1977 3 3 21 4.2 1 1 1

Atlanta, GA
Atlanta Grand Hyatt 1,264 1967 3 3 58 4.6 % 2 2 2
Omni 1,067 1976/03 3 4 30 2.8 1 1 1
Atlanta Marriott 1,675 1985 3 3 66 3.9 1 3 1

San Diego, CA
Manchester Grand Hyatt 1,625 1992 3 4 95 5.9 % 1 2 2
San Diego Marriott 1,303 1987 3 4 55 4.2 1 3 1

Casual Loungeof Rooms Total of Total Fine
Number Suites % Suites Concept/

Current Ratings Food and Beverage Facilities

 

The following chart shows the proposed breakdown of guestrooms for the 
hotel as of the date of this report. 
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Proposed Guestroom Type Breakdown 

Double/Double Rooms: 600
King Rooms: 347
One-bedroom Suites: 36
Two-bedroom Suites: 12
Executive Suites: 2
Presidential Suites: 2
Executive Lounge: 1

Total 1000

 

The proposed property's guestrooms should be designed to efficiently use 
space and should appear spacious and comfortable.   Guestroom furnishings 
should reflect a first-class level of quality.  Because hotel decor periodically 
undergoes changes in style, an experienced interior designer should be 
consulted in order to implement the current offerings.  Some of the items that 
should be provided in the living area of the guestrooms are outlined in the 
following table. 
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Guestroom Amenities and Furnishings  

Beds with box springs, headboards, mattresses, and pillows
Recessed reading light(s) proximate to bed(s) 
Nightstand(s)
Bedside alarm clock radio
Bureau
Remote-controlled color cable television with cable service
Over-sized desk or work table with adequate chair and lighting
Direct-dial, touch-tone with message light, computer modem-port,
   clear instructions and extra long phone cord to allow use at 
   desk or bed

Comfortable armchair(s) and couch
Coffee and end table(s)
Curtains with blackout panels
Artwork or wall hangings
Portable luggage rack
Adequate room lighting
Wastebasket(s)
Small refrigerator in suites
Electronic card-style door lock with deadbolt
Door chain or other, similar security device
Security peephole

 

The closet should have a sufficient number and variety of one-piece, non-
captive hangers and a hanger bar of suitable length to accommodate three 
days worth of clothing for two people.  

Most guestroom floors should be designated as non-smoking floors.  
Guestroom wall covering should be of top-grade vinyl and color-coordinated 
with plush carpeting, bedspreads, and floor-length drapes.  Draperies may be 
equipped with a valance and extend past the window edge, perhaps covering 
the entire wall.  An efficient heating and air-conditioning system that operates 
quietly, is thermostatically controlled, and permits guests a year-round choice 
of either heat or air conditioning is necessary.  Special effort should be made 
to limit sound transmission between guestrooms and from plumbing, HVAC 
units, and outside sources such as passing traffic. 

The bath area should contain a sink with a vanity top, a large mirror, and 
superior lighting from recessed-type fixtures; the commode and combination 
tub/shower should be designed to be located in the same room as the sink 
and vanity.  Adequate and quiet ventilation is necessary during shower use.  
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Other bath amenities should include easily reached electrical outlets, shower 
area hand rails, a tissue dispenser, towel racks, toilet paper with spare, good 
quality bath and wash towels, soap and shampoo, and a trash can.   

Proper corridor design is needed so guests are always within a short walking 
distance of their rooms.  When possible, corridor lengths from the elevators 
and lobbies should be minimized.  A six-foot-wide corridor, along with proper 
lighting and wall treatment, will reduce the tunnel effect of a long hallway.  
Bright corridors with overhead lighting increase the attractiveness and safety 
of the corridor.  Provisions should be made to protect walls from rolling room 
attendant’s carts and luggage carts that can scratch and tear the wall covering.  
Vending and ice machines should be readily accessible to guests and be 
located in an area that will not create noise disturbances for nearby 
guestrooms.  

The food and beverage facilities appropriate for a convention headquarters 
hotel include a casual restaurant, a concept restaurant, and a lobby lounge.  
This outlet mix is well supported by the current offerings of competitors in 
the market and nationwide, as illustrated on the previous table.  These outlets 
should be located on the first level of the hotel and should feature a first-class 
design consistent with the overall feel and style of the hotel.  Each outlet 
should be themed to highlight its presence within the hotel and downtown 
San Antonio; San Antonio remains a cultural and historical focal point of 
Texas.  Its décor should follow this theme and should provide diners with 
unique, interesting on-site dining experiences.  The hotel should benefit from 
a strong capture for breakfast, as there are relatively few other competitive 
dine-in establishments in the immediate market for this meal.   The proposed 
Hyatt hotel is expected to feature a three-meal restaurant, two lounges, and 
“Perks” coffee bar. 

The three-meal restaurant and one of the lounges should be adjacent to one 
another, to allow for synergy and efficiency in staffing and management.  As 
an additional marketing tool, the entryway signage of the hotel should also 
feature the name of this hotel restaurant.  Management should advertise the 
presence of the restaurants throughout the hotel, as well as in local 
convention fliers and at local venues.  Management should also market the 
restaurants to nearby employment centers.  The restaurant entrance should 
be visible from the main entrance of the hotel, and ideally from the entrance 
to the convention center as well, so that center users see the presence of a 
restaurant for potential before-event or after-event use. 

Food and Beverage 
Outlets 
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As noted previously, the size and capacity of the headquarters hotel’s meeting 
space is of utmost importance, and the size of the hotel’s grand ballroom is 
typically one of the most critical factors.  While meeting planners may use the 
convention center’s ballroom(s) throughout their event, planners typically 
prefer to have the closing banquet or other selected events in the ballroom of 
the headquarters hotel.  Even if the convention center has a large ballroom, 
the headquarters hotel must also have a large ballroom in order to house 
these special convention-related events.  The ballroom must also be large 
enough to support large in-house groups that may be utilizing the hotel while 
the convention center is not in use. 

The 1,000-room hotel’s meeting space is expected to span roughly 75,500 
square feet, mainly comprising a ±32,700-square-foot ballroom and a ±21,600-
square-foot junior ballroom.  The ballrooms will be fully divisible into an array 
of smaller and mid-sized meeting rooms.  Necessary pre-function space is not 
included in the above figures.  The hotel is expected to offer an adequate 
business center to provide the necessary services and amenities to meeting 
patrons and commercial travelers.   

Proposed Meeting Space Breakdown 

Name Area (SF) Divisible ?

Grand Ballroom 32,700 Into 7 Sections
Junior Ballroom 21,600 Into 6 Sections
Meeting Room A 3,582 No 
Meeting Room B 3,126 No
Meeting Room C 2,376 No
Meeting Room D 3,165 No
Meeting Room E 9,000 NO

Total 75,549

 

Most meeting planners prefer that all meeting space is located on one floor, 
which typically causes an increase in traffic between the uses of each space.  
The meeting space should feature the latest in technology, preferably offering 
a greater capability than the present hotels in the market.  This latest in 
technology, in addition to the brand new finish and construction, should 
afford the subject property an appropriate competitive position both in the 
local, regional, and national market.  

Meeting and Function 
Space 
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The following tables illustrate a competitive review of the other hotels in the 
competitive area as well as regionally and nationally significant hotels.  This 
portion of the review illustrates each hotel’s proximity to the convention 
center, grand ballroom space, junior ballroom space, total meeting space, 
exhibit space, and number of breakout rooms. 

Meeting Space – Competitive Review 

Connected to If no,
Convention how far to Total Exhibit

Hotel Name Center? center? Meet. Sp. Space

Dallas & Grapevine, TX
Adam's Mark No 1/2 Mile 40,800 24,624 122,800 67 40,000
Wyndham Anatole No 2 1/2 Miles 28,400 17,400 341,000 211 128,000
Dallas Hyatt No 1/4 Mile 30,000 19,400 160,000 143 55,000

Grapevine, TX
Gaylord Texan N/A N/A 49,900 32,375 112,296 75 180,288

Fort Worth, TX
Radisson No Adjacent 13,624 3,192 21,219 41 0
Renaissance No 1/2 Mile 10,530 5,452 31,575 63 12,600
Ramada Plaza No 1 Block 8,652 4,624 16,324 38 0

San Antonio, TX
Marriott Rivercenter No 1 Block 41,600 0 57,300 57 0
Hyatt No 2 Blocks 10,700 4,264 39,000 62 18,000
Marriott Riverwalk No Adjacent 9,800 0 15,116 29 0

Austin, TX
Hilton Yes Adjacent 27,452 15,608 55,525 69 0
Hyatt No 3 Blocks 10,290 0 19,378 43 0
Radisson No 2 Blocks 5,400 0 9,600 23 0

Houston, TX
Hilton Americas Yes Connected 39,138 29,170 91,500 76 0
Houston Hyatt No 10 Blocks 16,000 3,200 36,000 37 30,000

New Orleans, LA
New Orleans Hilton No Adjacent 26,894 24,139 130,000 80 20,582
New Orleans Sheraton No 1/4 Mile 22,882 18,762 90,000 82 0
New Orleans Marriott No 1/4 Mile 27,089 10,368 72,880 54 0

Ballroom
JuniorGrand

Ballroom
Per

Room

Meeting Space Square Feet
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Meeting Space – Competitive Review (Continued) 

Connected to If no,
Convention how far to Total Exhibit

Hotel Name Center? center? Meet. Sp. Space

Denver, CO
Adam's Mark No 3 Blocks 28,000 15,000 105,670 86 20,000
Marriott No 4 Blocks 14,508 5,940 24,858 41 0
Hyatt No 5 Blocks 8,848 6,885 34,384 67 0

Kansas City, MO
Marriott No Adjacent 17,040 15,080 58,240 62 12,000
Hyatt No 12 Blocks 17,487 3,741 44,804 61 15,360
Westin No 12 Blocks 16,089 6,777 43,747 60 0

St. Louis, MO
Renaissance No Adjacent 18,652 11,053 41,865 48 0
Adam's Mark No 2 Blocks 19,758 16,800 49,740 55 25,000
Millennium No 4 Blocks 20,800 7,020 34,844 45 15,350

Chicago, IL
Hyatt McCormick Place Yes Adjacent 11,948 0 17,467 22 0
Hyatt Downtown No 3 Miles 24,500 16,560 110,000 54 70,000
Hilton and Towers No 2 Miles 21,996 12,640 234,000 152 64,790

Indianapolis, IN
Marriott Yes Adjacent 21,008 8,320 35,356 60 0
Westin Yes Adjacent 17,000 6,700 33,453 58 0
Hyatt Yes 1 Block 7,208 3,850 20,890 42 9,408

Atlanta, GA
Atlanta Hyatt No 1 Mile 28,832 17,000 126,050 100 53,950
Omni No Adjacent 19,864 14,196 102,000 96 15,000
Atlanta Marriott No 1 Mile 28,884 16,026 112,000 67 38,000

San Diego, CA
Manchester Grand Hyatt No 1 Block 29,000 25,192 120,000 74 34,000
San Diego Marriott Yes Adjacent 23,108 15,111 83,585 64 25,254

RoomBallroom Ballroom
Grand Junior Per

Meeting Space Square Feet

 

As illustrated in the previous tables, the larger properties tend to offer 
ballrooms of 20,000 square feet or larger.  The larger headquarters hotels 
under construction at this time typically feature ballrooms of 25,000 to 45,000 
square feet on average. The ballroom must offer the latest in available 
technology and a competitive ceiling height that allows for proper visibility of 
the stage area and overhead exhibits or screens. 
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Junior ballrooms vary in size in the sample and are not always prevalent.  The 
inclusion of a junior ballroom is essential for the subject hotel. Typically, the 
junior ballroom can be used for exhibits or dining, while the grand ballroom is 
used for general sessions, or the like.  The junior ballroom can also allow the 
hotel to host two groups simultaneously, with the smaller group utilizing the 
junior ballroom space.  As such, advantageous hotel design separates these 
two spaces somewhat so that two simultaneous groups do not necessarily 
conflict with one another. 

Separate exhibit space is not absolutely needed in the case of the proposed 
subject.  For smaller meetings requiring exhibits, the pre-function space of the 
grand ballroom can typically be utilized, or the junior ballroom can be utilized 
for this function (or a portion of a divided grand ballroom).   Larger events 
requiring significant exhibits will most likely utilize the adjacent convention 
center. 

The proposed subject property should contain amenities appropriate for a 
first-class hotel in this market.  Our review of this market revealed that 
appropriate amenities include an indoor pool, an indoor whirlpool, a business 
center, and an exercise room.  A small gift shop off of the lobby is expected to 
be the only retail amenity within the hotel. 

Ample parking for the hotel should be conveniently available to hotel guests 
within the area parking decks and surface spaces created at the hotel. There 
should be both valet and self-park options at rates consistent with those 
charged at the other downtown area hotels.  A typical rule of thumb for 
parking capacity at a hotel is one half to one space per guestroom.  This can 
certainly vary, depending on agreements reached with possible adjacent 
parking facilities, or the likelihood of those traveling to the market to drive-in 
or rent a car at the airport.  Our experience in markets similar to San Antonio, 
where drive-in demand is somewhat prevalent (or rental cars at the San 
Antonio International are utilized), has shown that hotels can typically 
operate with a ratio between 0.5 and 1.0 spaces per guestroom.   

The subject property is expected to benefit from a 500-space parking garage; 
overflow parking is available in nearby lots if and when necessary. A forecast 
of revenues and expenses incurred from this parking operation are included 
in our projections. 

Recreational Amenities 
and Parking 
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The following tables illustrate a competitive review of the significant hotels.  
This portion of the review illustrates each hotel’s number of retail outlets, 
pools, whirlpools, and other amenities. 

Retail and Recreational Amenities – Competitive Review 

Number
of Retail Indoor Outdoor Whirlpool/ Fitness

Hotel Name Outlets Pool Pool Hot Tub Center Other (List)

Dallas & Grapevine, TX
Adam's Mark 2 Y Y Y Y Gameroom
Wyndham Anatole 5+ Y Y Y Y 8 Racquetball, 6 tennis, 2 squash courts
Dallas Hyatt 1 N Y Y Y New 3rd-floor fitness center

Grapevine, TX
Gaylord Texan 10,000 SF Y Y Y Y Spa, jogging trails (outdoor)

Fort Worth, TX
Radisson 1 N Y N Y
Renaissance 1 Y N Y Y Sauna
Ramada Plaza 1 N Y Y Y

San Antonio, TX
Marriott Rivercenter 1 Y Y Y Y Sauna
Hyatt 3 N Y Y Y
Marriott Riverwalk 1 Y Y Y Y Sauna

Austin, TX
Hilton 1 N Y Y Y
Hyatt 1 N Y Y Y
Radisson 1 N Y N Y

Houston, TX
Hilton Americas 2 N Y Y Y
Houston Hyatt 2 N Y N Y Sundeck

New Orleans, LA
New Orleans Hilton 4 N Y Y Y 11 tennis,4 racquetball, 3 sqsh cts
New Orleans Sheraton 1 N Y N Y
New Orleans Marriott 1 N Y N Y Sauna

Recreational Amenities

 



HVS International Proposed Headquarters Hotel - San Antonio, TX Review of Proposed Improvements  7-15 

Retail and Recreational Amenities – Competitive Review (Continued) 

Number
of Retail Indoor Outdoor Whirlpool/ Fitness

Hotel Name Outlets Pool Pool Hot Tub Center Other (List)

Denver, CO
Adam's Mark 3 N Y N Y Pool is heated year-round
Marriott 1 Y N Y N Hertz counter, sauna, guest laundry
Hyatt 2 Y Y Y Y Roof top location for recreational amenenities

Kansas City, MO
Marriott 1 Y N N Y
Hyatt 1 N Y Y Y Sundeck, tennis, connected to Crowne Center mall
Westin 1 N Y Y Y Tennis, connected to shopping mall

St. Louis, MO
Renaissance 1 Y N Y Y Jogging 
Adam's Mark 2 Y Y Y Y Racquetball, sauna
Millennium 1 Y Y N Y Game room

Chicago, IL
Hyatt McCormick Place 1 Y N N Y Sauna, outdoor sundeck
Hyatt Downtown 2 N N N N Adjacent to The Athletic Club Health Club and Spa
Hilton and Towers 3 Y N Y Y Beauty salon, walking track

Indianapolis, IN
Marriott 1 Y N Y Y
Westin 1 Y N Y N Complimentary 24-hour fitness center nearby
Hyatt 3 Y N Y Y Hair Salon

Atlanta, GA
Atlanta Hyatt 1 N Y N Y
Omni 4 N Y N Y
Atlanta Marriott 1 Y Y Y Y Solarium, sauna

San Diego, CA
Manchester Grand Hyatt 3 N Y Y Y Spa Services
San Diego Marriott 1 N Y Y Y Massage, 6 Tennis Crts, Sauna, Jogging Trail

Recreational Amenities

 

 
The housekeeping department should include the linen issue, storage area, 
and the laundry.  The linen room should have an office for the executive 
housekeeper and a rooms status system joined to the front desk.  Adequate 
storage areas are required for linens and supplies in use, as well as new, 
unused linen and supplies.  These areas should be locked and secured at all 
times.  A linen and uniform issue area should be situated adjacent to the linen 

Back-of-the-House 
Space 
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storage rooms, where employees will pick up their clean uniforms and the 
linen supplies required for the day. 

Sufficient storage is required in the maintenance area to hold items such as 
spare parts, mechanical equipment, furniture, carpet, wall covering, cleaning 
materials, and cleaning and maintenance equipment.   

The offices should be located adjacent to the hotel’s reception desk.  They 
should be attractively decorated.  The office design should be functional with 
no wasted space.  

Fire safety should be planned on a structural level to separate areas of high 
fire risk (e.g., laundry room) from areas in which fire is likely to cause 
particular hazards (e.g., corridors, stairwells, public rooms).  Smoke and heat 
detectors, sprinkler systems, exit signage, fire extinguishers, pull stations, 
standpipes, and emergency lighting should be installed according to code.  
System design considerations should be geared to adjust to future codes. 

Following the January 26, 1992, passage of the Americans with Disabilities Act 
(ADA), the proposed hotel will be subject to specific physical standards.  ADA 
standards principally address the number and accessibility of guestrooms 
designed to accommodate physically challenged guests, though a variety of 
safety standards are also included that can touch on the status of building 
systems.  We have assumed that the hotel will conform to all ADA 
requirements. 

In the planning and design considerations for hotels, guest comfort and 
satisfaction is paramount, but must be developed within the boundaries 
defined by economic feasibility.  Guest satisfaction is generated not only by 
the aesthetic and structural design parameters that directly affect the hotel's 
guestrooms and public areas, but also by the functional layout and 
configuration of the building as a whole.   

The design, functional layout, and configuration of the proposed subject 
property must be straightforward and incorporate sound design principles for 
hotel construction and in accordance with generally accepted standards for a 
first-class hotel.  The design of guest, public, and back-of-the-house traffic 
circulation patterns, the separation of back-of-the-house facilities from the 
public facilities, and the ease of access from public to non-public areas are also 
among the major design factors that promote guest comfort and efficiency of 
operation.  The optimal design for the proposed Hyatt subject property 

Administrative Offices 

Fire Protection 

ADA Conformance 

Conclusion 
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should not only encompass the recommended facilities but should also 
appropriately balance the considerations of guest satisfaction, operational 
efficiency, and cost benefit. 

The proposed Hyatt subject improvements are expected to contain 1,000 
guestrooms and approximately 75,500 square feet of meeting and function 
space, a three-meal restaurant, two lobby lounges, a fitness room, a swimming 
pool and whirlpool, a business center, a gift shop, and other support facilities 
necessary for the operation of a full-service, convention headquarters hotel.  
The subject property's furniture, fixtures, and equipment should be of first-
class quality, conforming to Hyatt brand standards, and comparable or 
superior to those of its competitors in the area. 
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8. Projection of Latent Demand    

HVS evaluated the potential for the subject property to capture latent 
demand in the San Antonio market. Latent demand is a measure of all 
potential demand that is not currently accommodated. Two main 
components make up latent demand. They are unaccommodated demand and 
induced demand. Unaccommodated demand refers to room night demand 
that currently exists but cannot be accommodated due to capacity constraints 
of the existing hotel supply. Induced demand refers to room night demand 
that is expected to occur in the future but that does not currently exist in the 
market. 

As illustrated in Chapter 5 of our report, we estimated the base year 
distribution of accommodated room night demand as follows. 

Accommodated Room Night Demand   

Marketwide

Market Segment

Commercial 117,337 8 %
Meeting and Group 843,327 57
Leisure 506,182 35

Total 1,466,846 100 %

Percentage 
of Total

Accommodated 
Demand

 

This estimate, of 1.5 million (rounded) room nights, is based on historical 
occupancy levels and includes only those hotel rooms that were used by 
guests within the defined and weighted competitive set. Latent demand 
reflects potential room night demand that has not been realized by the 
existing competitive supply and can be divided into unaccommodated 
demand and induced demand.  
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Unaccommodated demand refers to individuals who are unable to secure 
accommodations in the market because all of the local hotels are filled. These 
travelers must defer their trips, settle for less desirable accommodations, or 
stay in properties located outside the market area. Because this demand did 
not yield occupied room nights, it is not included in the estimate of historical 
accommodated room night demand. If additional lodging facilities are 
expected to enter the market, it is reasonable to assume that these guests will 
be able to secure hotel rooms in the future and it is necessary to quantify this 
demand. 

Areawide occupancy in excess of 70% is typically the first sign of possible 
unaccommodated demand in any given market. The following table again 
illustrates the monthly occupancy trends, as provided by Smith Travel 
Research for this market. 

Monthly Occupancy Trends (STR) 

Month 1999 2000 2001 2002 2003 2004 2005

January 63.6 % 65.2 % 57.4 % 65.3 % 61.0 % 64.9 % 62.8 %
February 79.7 83.0 78.3 82.2 75.3 79.1 — 
March 82.8 83.8 88.6 87.8 83.1 86.9 — 
April 81.0 79.4 73.5 81.8 75.8 82.3 — 
May 78.9 72.3 69.9 81.9 76.4 77.3 — 
June 73.5 75.3 81.0 78.9 82.6 71.9 — 
July 72.5 76.7 71.6 74.5 79.0 79.4 — 
August 64.7 69.1 71.6 73.2 77.5 66.6 — 
September 73.2 72.6 53.0 68.8 63.5 64.8 — 
October 79.1 73.3 74.8 74.8 69.2 79.0 — 
November 62.0 71.1 66.0 66.6 71.8 75.5 — 
December 57.3 62.5 62.9 63.2 59.7 61.8 — 

Annual Occupancy 72.1 % 73.6 % 70.7 % 74.9 % 72.9 % 74.1 % — 

Source: Smith Travel Research  

Our interviews with market representatives and this data confirm that there 
are definite levels of unaccommodated demand for the downtown core 
district of hotels. Much of this excess demand must find accommodations in 
outlying hotels on the periphery of the downtown district, or at a greater 
distance during peak demand periods. 

Unaccommodated 
Demand 
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We note that in the historical base year, Smith Travel Research reports an 
annual occupancy of 72.8% for the subject property’s competitive market 
area. As discussed previously, this annual occupancy is comprised of a range 
of monthly occupancy levels, ranging from 58.5% in December to 83.8% in 
March.  Based on these trends it is likely that unaccommodated demand 
exists in the market in some periods.  The following table details the base year 
marketwide occupancy by month, along with the monthly maximum and 
minimum occupancy levels achieved over the trend period. 

Marketwide Base Year Occupancy and Maximum/Minimum Trends 

Base Year 
Monthly 

Occupancy

Trend 
Maximum 
Occupancy

Trend 
Minimum 

Occupancy

January 64.9% 65.3% 57.4%
February 79.1% 83.0% 75.3%
March 86.9% 88.6% 82.8%
April 82.3% 82.3% 73.5%
May 77.3% 81.9% 69.9%
June 71.9% 82.6% 71.9%
July 79.4% 79.4% 71.6%
August 66.6% 77.5% 64.7%
September 64.8% 73.2% 53.0%
October 79.0% 79.1% 69.2%
November 75.5% 75.5% 62.0%
December 61.8% 63.2% 57.3%

74.1% 74.9% 70.7%

Source: Smith Travel Research

 

We have also compared the annual occupancies reported by Smith Travel 
Research to the annualized occupancy levels we derived from our own 
market interviews.  In some cases, reporting by hotels to STR is inconsistent, 
thereby skewing the data. Furthermore, the STR estimation of marketwide 
occupancy gives equal competitive weight to all the hotels contained in the 
sample, where in reality some of the hotels may only be partially competitive 
with the subject property.  We have therefore made slight adjustments to the 
historical monthly occupancy levels shown above based on our estimation of 
the base year’s weighted marketwide occupancy. 
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Based upon our review of demand fluctuations within the subject property’s 
market area, we have made an estimation of the amount of unaccommodated 
demand present.  This estimation is made per month as a percentage of the 
known base year accommodated demand in each segment. The results are 
shown in the table below. 

Estimation of Unaccommodated Demand 

Commercial Meeting and Group Leisure

% Room Nights % Room Nights % Room Nights

January 0 % 0 0 % 0 0 % 0
February 0 0 5 3,455 2 829
March 0 0 8 6,721 4 2,017
April 0 0 5 3,851 4 1,849
May 0 0 3 2,241 6 2,691
June 0 0 2 1,346 0 0
July 0 0 1 768 8 3,686
August 0 0 0 0 0 0
September 0 0 0 0 0 0
October 0 0 8 6,107 1 458
November 0 0 3 2,118 2 848
December 0 0 0 0 0 0

  Total 0 % 0 3 % 26,607 2 % 12,378

 

Induced demand represents the additional room nights that are expected to 
be attracted to the market following the introduction of a new demand 
generator. Induced demand projections are estimates of the number of room 
nights that would not be sold in the market if the proposed new headquarters 
hotel is not developed. If the new property is developed, then induced 
demand makes up a portion of overall hotel demand. 

Situations that can generate induced demand for a community include the 
opening of a new manufacturing plant, the expansion of a convention center, 
or the addition of a new hotel with a distinct chain affiliation or unique 
facilities. The addition of the subject property is expected to be such an event, 
and its opening should induce considerable levels of demand into the 
competitive market set. 

INDUCED DEMAND 
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This section of our report evaluates what level of induced demand is most 
likely to occur in downtown San Antonio. The evaluation considers the 
experiences of other communities that have recently added headquarters 
hotels. The competitive environment for convention demand throughout the 
State of Texas and local convention demand generators in San Antonio are 
two additional factors that will have important implications for induced 
demand. This section also includes a detailed analysis of lost business. 

As a starting point in our analysis, we reviewed the performance of other 
convention headquarters hotels that opened in the recent past.  These recent 
openings provide us with direct insight into how new convention 
headquarters hotels actually induce demand levels into their respective 
markets.

INDUSTRY EXAMPLES 
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Indianapolis Marriott 

The 615-unit Marriott Indianapolis opened in 
February 2001. In its partial, first calendar 
year of operation, the hotel achieved an 
occupancy level in the range of 65% to 70% 
(the actual level is not stated due to 
confidentiality of this data). In 1999 and 2000, 
downtown occupancy was 70% and 71%, 
respectively. In 2001, the market’s occupancy 
dropped roundly three points to 68%. The 
demand induced into the market by the 
opening of the Marriott did not equal the 
supply increase, hence leading to the 
occupancy decline. But, this is typical in the first year of operation for such a 
large hotel. Moreover, there were several other important factors negatively 
affecting travel volume and hotel demand in the second half of 2001. 

The new hotel added roundly 205,000 available room nights to the market in 
2001 (615 rooms x 334 nights), but the market actually accommodated almost 
270,000 more room nights in 2001 than it did in 2000. This increase is 
attributed to both base demand growth, but more importantly to demand 
induced into the market by the new headquarters hotel.  Even if only 70% to 
80% is attributed to induced demand by the new Marriott (of both convention 
group, in-house group, and transient Marriott demand), this equates to 
roughly 189,000 to 216,000 room nights, or roundly 307 to 351 room nights per 
headquarters hotel guestroom.  Moreover, this represents only for the first 
year of operation for the property; when the Marriott continues to ramp up to 
higher occupancy levels, there should be additional net increases in induced 
demand.  

Contributing to the hotel’s ability to induce this level of demand was the 
already very popular market dynamics of Indianapolis itself.  The market was 
benefiting from strong occupancy levels, as the other many first class hotels in 
the market achieved occupancy levels bracketing the 70% mark.  Because the 
Marriott was added among an array of other first class hotels, the CVB of 
Indianapolis is able to offer a large, competitive first class room block. 

Tampa Marriott 
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The 708-room Tampa Marriott 
Waterside opened in February of 
2000, and in its first partial year of 
operation the hotel achieved an 
occupancy level in the range of 
65% to 70%.  The occupancy of 
nearby hotels was minimally 
impacted in this otherwise strong 
demand year; for example, the 
Wyndham Harbour Island lost 
less than one point of occupancy 
in 2000, compared to the 1999 
level, and held its rate largely unchanged for the year.  The Marriott 
effectively induced between 70% and 80% of its captured demand into the 
local market in 2000, while the remaining amount of its capture was largely 
base demand growth otherwise already occurring within the downtown 
district.  

This induced demand estimate equates to between 110,000 and 120,000 room 
nights as a result of the addition of the headquarters hotel to the defined 
downtown competitive set, or 155 to 170 room nights per headquarters hotel 
guestroom. The new Tampa property is also on the waterfront, next to the 
Aquarium, and next to the city’s sports arena.  Therefore, its location is 
favorable for capturing other demand sources.  
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Hyatt Regency Chicago 

Those familiar with Chicago’s 
convention center realize that the 
Hyatt there is not surrounded by 
any confluence of office buildings 
and leisure demand generators.  
This activity is focused well to the 
north of the hotel, along Michigan 
Avenue and the Loop.  The Hyatt 
at the convention center is almost 
purely a meetings hotel, and was 
built after the older 614-room 
McCormick Inn was demolished.   

The Hyatt Regency opened in June of 1998, and in its first partial year of 
operation achieved an occupancy level between 45% and 50%, and in 1999 
achieved an occupancy level between 60% and 65%.  The previous group 
power houses of Chicago still experienced strong occupancies in 1999 and 
2000, despite the opening of the new Hyatt.  Group hotels such as the 
Chicago Hilton and Towers, Sheraton, Hyatt Chicago (another Hyatt 
property), and the Marriott maintained high occupancies during this time in 
the 75% to 80% range.  Hence, the captured demand of the Hyatt is 
considered to be largely induced into the competitive market during this 
initial ramp up phase, which equated to between 175,000 and 200,000 total 
room nights, or 220 to 250 room nights per headquarters guestroom. 
 
After reviewing the previous examples, this data suggests that the new San 
Antonio headquarters hotel could have the potential to induce between 
roundly 150 to 250 room nights per headquarters guestroom, or 150,000 to 
250,000 room nights into this market. The subject’s potential to induce 
demand into the downtown San Antonio market will be affected by the 
competitive environment taking shape throughout the State of Texas. 

There has been unprecedented recent expansion in Texas exhibit space and 
new headquarters hotels over the last decade. Over the next five years the 
competitive landscape of Texas convention centers will transform even more, 
as the new headquarters hotels in Austin and Houston ramp-up in 
competitiveness and as the new Gaylord Texan in Grapevine does the same. 
A major redevelopment has recently been completed on the Fort Worth 
Convention Center as well. This is intensifying the competitive level within 

COMPETITIVE SUPPLY 
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the state for convention demand. This growth in competitive supply will 
drive the net gain of induced demand lower than it might otherwise have 
been in San Antonio. As supply increases rapidly, demand will be distributed 
throughout a greater number of markets. If supply continues to grow faster 
than demand, then the competitive environment will continue to intensify 
until supply growth slows. 

Texas Exhibit Space Additions: 2000 vs. 2004 (Square Feet) 
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The experiences in Chicago, Tampa, and Indianapolis are not likely to be 
replicated exactly in San Antonio. Chicago added its hotel at quite a distance 
from the nearest major competitor and to a market that was already 
performing quite well. McCormick Place is also the nation’s largest 
convention center. Tampa added its hotel to a market that was performing 
relatively well, but it was a totally new size and product for the central 
business district there relative to the previous supply of hotels. Indianapolis 
added its hotel in a market that was also performing well overall. Indianapolis 
also dominates statewide demand in Indiana for convention demand. 
Indianapolis is the State Capitol, it is by far the largest city in Indiana, and it is 
centrally located in the state. It is also a low-cost alternative to Chicago’s 
McCormick Place and has succeeded in attracting multi-state regional and 
national events. San Antonio is also a very strong hotel market. It does not 
dominate statewide convention demand. But it attracts a substantial share of 
statewide demand. San Antonio also has strong destination appeal, allowing 
it to attract multi-state regional and national events. But statewide and 
regional competition is strong. 
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With Gaylord’s recent opening, the state now offers almost three million 
square feet of exhibit space among the six largest facilities, representing a 68% 
increase over the capacity of exhibit space available among the sample five 
years ago. Because a 68% increase in demand is not expected or realistic over 
such a short time period, demand will be dispersed among the available space 
and overall utilization levels are expected to moderate. Fortunately, San 
Antonio has a proven track record as a popular convention destination and 
has retained high occupancy levels due to its overall attractiveness to both 
meetings and leisure demand. Occupancy levels in the top-tier, Riverwalk 
area, and full-service hotels continue to bracket the mid to high 70% level, 
reflecting a situation in which these properties frequently are at capacity. This 
popularity will buffer the potential negative impact of other state destination 
expansions. 

San Antonio is served by the Henry B. Gonzalez Convention Center, located 
in the downtown area, adjacent to the subject site as well as the existing 
Marriott Rivercenter and Marriott Riverwalk hotels. 

San Antonio is a major convention destination in the state, and the city’s 
Henry B. Gonzalez Convention Center was the first of Texas’ major 
convention destination cities to complete an extensive expansion that began 
in the 1990’s. According to the San Antonio CVB, the expansion, including 
renovation of the center’s older space, spanned six years and cost $218 
million. The Phase I expansion was completed in 1999 while the second 
phase, including the addition of 220,000 square feet of contiguous exhibit 
space and the addition of the 40,000-square-foot Ballroom C, was completed 
in May 2001. Combined, these expansion efforts enlarged the facility’s 
footprint to approximately 1.3 million total square feet from roughly 540,000 
square feet. 

 

LOCAL CONVENTION 
SPACE 
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In total, the Henry B. Gonzalez Convention Center now features 436,815 
square feet of contiguous exhibit space in four exhibit halls, three ballrooms 
totaling 90,678 square feet, and roughly 115,646 square feet of breakout 
meeting space, in addition to pre-function and outdoor function space. The 
convention center complex also features the Lila Cockrell Theatre, a 2,536-seat 
Performing Arts Theatre. In the event of future development of headquarter 
hotel facility, alterations to the existing facility and performing arts theatre 
may be necessary. 

The Alamodome is located just a two blocks away from the Henry B. 
Gonzalez Convention Center. The Alamodome is generally regarded as a 
sports and entertainment facility. But it also hosts a large number of 
tradeshows, consumer shows, and large exhibition events. Physical attributes 
of the venue encompass 160,000 square feet of contiguous exhibit floor space, 
16 meeting rooms totaling over 30,000 square feet of conference space, 38 
private club-level suites, and an 8-truck-bay loading dock and holding area. 
The Alamodome can be configured to accommodate groups ranging in size 
from 10,000 to just over 77,000 in attendance. Like the Henry B. Gonzalez 
Convention Center, the Alamodome features high-tech voice data, audio, and 
video systems, along with catering functions, and efficient vertical 
transportation. The facility also houses over 2,800 on-site parking spaces 
specific to the complex. Additionally, although located east of I-37, the 
Alamodome is serviced by all downtown trolleys as well as a pedestrian 
walkway from the convention center. 

The following table illustrates important operating statistics for the 
convention facilities. 
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Convention Attendance & Room Night Statistics 

` Number of Percent Number of Percent
Year Room Nights Change Delegates Change

1993 707,379        — 424,838     —
1994 665,805 (5.9) % 384,307 (9.5) %
1995 744,954 11.9 400,751 4.3
1996 725,395 (2.6) 786,383 96.2
1997 670,039 (7.6) 417,492 (46.9)
1998 724,882 8.2 445,151 6.6
1999 678,014 (6.5) 406,539 (8.7)
2000 696,215 2.7 389,448 (4.2)
2001 712,189 2.3 419,970 7.8
2002 826,556 24.1 521,278 24.1
2003 709,081 (14.2) 424,951 (18.5)
2004 711,568 0.4 504,704 18.8

Source: San Antonio Convention & Visitors Bureau, April 2005

 

The San Antonio Convention and Visitors Bureau (“CVB”) keeps track of all 
room nights it books in the market and the corresponding number of 
delegates that attend these group events. The room night figures reflect all 
room nights booked through the CVB, not just groups using the convention 
center. However, a large portion of group room night demand comes from 
convention and tradeshow events that utilize the convention center. 
Therefore, it is not surprising that a significant decline occurred in 1999 and 
2000 while portions of the convention center were under construction for 
renovations. Since the renovations were completed in 2001, the CVB has 
booked in excess of 700,000 room nights each year. 

According to officials at the CVB, the year-end bookings for CVB and hotel 
initiated room nights for 2004 were slightly higher than the previous year. 
Since the recent opening of the expansion and the completion of the 
renovation to the convention center, the City’s meeting and convention 
capacity has been substantially increased. It is expected to increase further 
with the addition of the proposed convention center headquarters hotel. 

As a result of the convention center expansion, the CVB has recently booked 
three of the largest conventions in the city's history to date. The American 
Dental Association is schedule for October 2008. This event will bring 50,000 
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attendees and estimated delegate expenditures of $41 million to San Antonio. 
Without the expansion, the city would not have been able to accommodate 
this group. Alcoholics Anonymous, with an estimated attendance of 55,000 
delegates is scheduled for July 2010. The Evangelic Lutheran Church of 
America, with an estimated attendance of 40,000 delegates is scheduled for 
July 2006. 

With the convention center expansion complete, there exists significant 
capacity to generate or capture new demand if more conventions elect to 
come to San Antonio over regional centers in Dallas, Fort Worth, Houston, 
and Austin as well as national destination such as San Francisco, San Diego, 
Denver, New Orleans, Atlanta, and Orlando, among others. The proposed 
headquarters hotel would provide a marketing asset which would improve 
the community’s ability to attract large conventions and tradeshows that 
require a large room block connected to the convention center. 

Most visitor bureaus monitor event demand that occurs at their local 
convention facilities. Many also track events that considered coming to town 
but for one reason or another decided not to hold their event in the subject 
market. For the purposes of this study, HVS refers to these unrealized 
opportunities as lost business. 

Lost business refers only to events that are seriously considering booking in 
San Antonio, in the CVB’s judgment. The CVB undertakes several measures 
to make sure an event is a qualified lead before counting it as potential 
business and entering it in their booking system. For example, the CVB 
identifies each event’s facility requirements to make sure they match facility 
offerings in San Antonio. Furthermore, for an event to qualify as lost business 
the event planner must have initiated contact with the CVB to request 
assistance in assembling the convention space and hotel room blocks for an 
event. Therefore, lost business does not provide an estimate of all potential 
opportunities that might be available. However, it is a consistent guide to 
help us understand what level of interest there is in booking events in San 
Antonio and how successful the community has been at converting this 
interest into actual business. 

HVS worked closely with the San Antonio CVB to measure lost business 
demand for the convention center. The CVB manages a database of lost 
business that allowed us to study potential demand that was not 
accommodated in San Antonio. The CVB sorted their database according to 

LOST BUSINESS 
ANALYSIS 



 HVS International Proposed Headquarters Hotel – San Antonio TX Projection of Latent Demand  8-14 

 

the dates on which each lost event was scheduled to take place. This allowed 
us to evaluate how much business was lost and for which years. 

The following table provides a summary of San Antonio’s lost business. 
Annual data provides an estimate of the number of groups that were lost as 
well as how many room nights and attendees these groups represented. 

Lost Business Summary 
Year Groups Room Nights Attendance

1993 115 500,969 357,461
1994 139 623,811 458,586
1995 186 608,820 406,374
1996 283 947,631 554,195
1997 295 978,416 623,557
1998 291 869,339 469,965
1999 331 876,031 440,068
2000 409 1,296,196 687,214
2001 452 1,088,808 556,186
2002 537 1,576,544 749,878
2003 765 2,328,368 1,188,625
2004 771 1,751,555 865,381

Source: San Antonio Convention & Visitors Bureau  

Lost business has increased substantially during the past decade from about 
115 group events in 1993 to 771 groups in 2004. In 2004 the lost business 
represented potential demand for more than 1.7 million room nights in San 
Antonio. Estimated lost attendance in 2004 is approximately 865,000 people. 

One partial explanation for fluctuations in lost business is rapid growth in the 
downtown hotel room supply in San Antonio. Between January of 1995 and 
January of 2004 the market experienced a 45.3% increase in supply. From 
January 1995 to January 1996 there was a 5.6% growth in room inventory, 
according to the CVB. This corresponds with a major jump in lost business 
from 1995 to 1996. While the addition of new hotel products in the market 
allowed San Antonio to accommodate more business, these properties also 
increase the overall marketing and sales efforts of hoteliers in the market. As 
the aggregate hotel industry in San Antonio casts a broader net to attract a 
broader range of group customers, the overall amount of lost business in the 
market also stands to increase. 

Another factor that may have led to increased lost business in 2000 is the 
anticipation of the renovated convention center opening. The renovation was 
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complete in July of 2001. Some groups may have been tentatively booking 
events in San Antonio prior to that in anticipation of an earlier completion of 
the renovation. 

Moreover, numerous economic and geopolitical factors have influenced the 
group travel industry during the past five years. A milestone national 
economic recession began in the first quarter of 2001. The terrorist attacks of 
September 11, 2001 had an immediate negative impact on all segments of 
travel in the third and fourth quarters of 2001. Two U.S. led wars in 
Afghanistan and Iraq commenced in 2002, and the travel industry 
experienced a prolonged decline. While economic growth has resumed 
nationally since that time, job growth and business spending have lagged. 

All of these factors have contributed to a period of slowed growth or decline 
in national convention demand. As the convention industry has become more 
competitive, booking windows have shortened and event planners have 
shuffled their locations in an attempt to obtain the best possible value for 
their organizations. One consequence of these industry trends has been 
increased lost business in San Antonio and elsewhere. 

Importance of Headquarters Hotel 

The proposed headquarters hotel will improve the community’s ability to 
capture a portion of lost demand. HVS worked with the CVB to estimate 
what portion of lost business is attributed primarily to not having a 
convention center headquarters hotel. The CVB data provides some insights 
about the reasons why certain events did not choose San Antonio. HVS 
focused our analysis on potential event demand that was lost for reasons that 
would be addressed substantially by the addition of the proposed 
headquarters hotel adjacent to the convention center. 

The table below shows HVS estimates of what portion of total lost business is 
related to not having a convention center headquarters hotel. 

Lost Business Related to Absence of Headquarters Hotel 
Lost Business 2000 2001 2002 2003 2004

Total Lost Room Nights 1,296,196     1,088,808     1,576,544     2,328,368     1,751,555     
Reasons Related to Hotel 260,535        191,630        507,647        710,152        495,690        
Percent Related to Hotel 20.1% 17.6% 32.2% 30.5% 28.3%

Sources: HVS International, San Antonio CVB  
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After reviewing the reasons for lost business during the past five years, HVS 
estimates that between 17.6 percent and 32.2 percent of total lost room nights 
were lost for reasons that would have been addressed if the subject 
headquarters hotel had existed. This represents several hundred thousand 
lost room nights each year due to the absence of a suitable convention center 
headquarters hotel in San Antonio. 

Fair Share Capture of Lost Business 

Even with a new headquarters hotel in a highly attractive market such as San 
Antonio, it would not have been possible to capture all lost business. It is 
likely that certain groups still would have elected to hold their events in other 
communities. In most cases, a community is competing against two or three 
additional serious contenders for a major convention or tradeshow event, 
once the CVB begins actively negotiating and organizing a package for such 
an event. If a community is able to capture a fair share of this potential 
business, therefore, it would expect to attract roughly 25 percent to 33 percent 
of these events. For the purposes of this analysis, we use the term “capture 
rate” to define what portion of lost business might have been actualized in 
San Antonio if the subject headquarters hotel had been in place. 

In general, over time, there is downward pressure on the capture rate of 
potential business. A major capital investment, such as a headquarters hotel, 
will increase a convention market’s competitive position. But that augmented 
competitive advantage diminishes over time as competitors make additional 
capital improvements and investments in their convention facilities and 
visitor amenities. Even major investments such as headquarters hotels will 
not provide a permanent competitive advantage. 

HVS evaluated the proposed headquarters hotel investment in the context of 
a broader competitive landscape. This assessment allows us to draw 
reasonable conclusions about what share of lost business could be captured in 
San Antonio if the headquarters hotel is built. The projection period for this 
analysis includes 10 years beginning when the headquarters hotel opens. 

When the proposed headquarters hotel opens it will allow San Antonio to 
capture slightly higher than a “fair share” of the business that would 
otherwise be lost without a headquarters hotel. HVS assumes a 40 percent 
capture rate in the first stabilized year of operation. 

The following table illustrates the potential room night demand that could 
have been captured from lost business in past years if the proposed 
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headquarters hotel had helped the community capture 40 percent of the lost 
business related to not having a headquarters hotel. 

Capture Rate Applied to Past Lost Business 

Lost Business 2000 2001 2002 2003 2004 Average

Total Lost Room Nights 1,296,196     1,088,808     1,576,544     2,328,368     1,751,555     1,608,294     
Reasons Related to Hotel 260,535        191,630        507,647        710,152        495,690        433,131        
Capture Rate 40% 40% 40% 40% 40% 40%

Potential Room Nights 104,214        76,652          203,059        284,061        198,276        173,252        

Sources: HVS International, San Antonio CVB  

With the headquarters hotel, HVS estimates that San Antonio would have 
had the potential to capture an average of 173,000 additional room nights 
annually during the last five years. 

As other markets also improve their convention facilities and visitor 
amenities, however, the competitive advantage of the proposed headquarters 
hotel is expected to decline. After the fifth full year of operation at the 
headquarters hotel, HVS estimates San Antonio’s capture rate of otherwise 
lost business will fall in the “fair share” range – between 25 percent and 33 
percent. HVS assumes roughly 33 percent capture rate in the sixth, seventh, 
and eighth years of the projection period. HVS assumes a 25 percent capture 
rate in the ninth and 10th years. 

Net Lost Business 

When a potential event decides not to come to San Antonio, the dates being 
held for such an event become available for other possible events. The 
convention center does not sit empty every time an event is lost. In many 
cases, the CVB or the convention sales staff is able to book other events to 
replace, or partially replace, the lost business. These events would be 
displaced if the original lost business had been booked. So, it is not reasonable 
to assume simply that our estimate of lost business is a realistic estimate of 
how much extra demand could occur in the San Antonio market if a 
headquarters hotel were built. We must first account for how much demand 
would be displaced if San Antonio captures a given share of the business that 
has historically been lost due to not having a convention center headquarters 
hotel. 
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Therefore, HVS distinguishes between gross lost business and net lost 
business. Gross lost business refers to the total amount of group demand that 
was considering booking an event in San Antonio, but for one reason or 
another ended up not coming to town. Net lost business measures the 
difference between gross lost business and the actual (or “replacement”) 
business that booked room blocks on the dates when lost business was 
tentatively booked. HVS also refers to “replacement business” as “displaced 
business” throughout this section because it represents events that would 
have been displaced if the lost business events had booked in San Antonio 
instead. To estimate net lost business, therefore, we must first estimate 
displaced business. 

HVS closely evaluated the booking dates and sizes of each actual event and 
each lost event for the calendar year 2004. If an event with over 3,000 
attendees occurred on the same date as a lost event that had higher estimated 
room night demand, then we assumed the smaller event would have been 
displaced in favor of the larger, lost event. Similarly, if two or more smaller 
events (regardless of attendance) occurred on the same date as a lost event 
that had higher estimated room night demand, then we assumed the smallest 
of these three events would have been displaced. HVS calculated that the 
displaced events represented roughly 25 percent as much business as the lost 
business. Therefore, HVS estimates that net lost business is roughly 75 
percent of gross lost business in the San Antonio market. 

The table below provides an estimate of net lost business due to the absence 
of a headquarters hotel in the San Antonio market, based on historical lost 
business data for the past five years. 

Net Lost Business Estimate 

Lost Business 2000 2001 2002 2003 2004 Average

Total Lost Room Nights 1,296,196     1,088,808     1,576,544     2,328,368     1,751,555     1,608,294     
Reasons Related to Hotel 260,535        191,630        507,647        710,152        495,690        433,131        
Fair Share 40% 40% 40% 40% 40% 40%
Capture Potential 104,214        76,652          203,059        284,061        198,276        173,252        
Displacement Ratio 25% 25% 25% 25% 25% 25%
Displaced Room Nights 26,054          19,163          50,765          71,015          49,569          43,313          

Net Lost Business 78,161          57,489          152,294        213,046        148,707        129,939        

Sources: HVS International, San Antonio CVB  
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Net lost business due to the absence of a headquarters hotel in San Antonio 
was approximately 130,000 hotel room nights annually during the past five 
years. This represents the potential level of demand the headquarters hotel 
would induce. The estimate includes the relatively low levels of hotel related 
lost business experienced in 2000 and 2001. As more and more event planners 
consider a headquarters hotel to be a prerequisite for their conventions, the 
hotel related component of lost business could be expected to remain high, 
and even increase, if a suitable headquarters hotel is not built in San Antonio. 

Based on the analysis of net lost business, the potential to induce room night 
demand with a headquarters hotel is substantial. We estimate induced 
demand for roughly 130,000 additional room nights as previously lost 
business is captured downtown as a result of the addition of a convention 
headquarters hotel. 

Moreover, demand induced by the brand-specific, in-house meetings 
business of the selected Hilton brand name (generated through national sales 
of the brand name) can be added to this figure. Based on HVS experience and 
knowledge of the Hilton brand name we suggest an appropriate range of 
20,000 to 40,000 additional room nights would be induced into the market if 
the proposed headquarters hotel is built. For the purposes of our analysis, we 
have utilized a 30,000-room-night benchmark for this source of induced 
demand. 

Based on our analysis and the discussion noted in this chapter, we estimate 
that the addition of the subject property and the resulting, enhanced 
salability of the convention center - together with nationally-generated in-
house meetings business of the selected brand name - would induce 160,000 
room nights into the competitive set by its stabilized year (2011). This includes 
room nights related to convention center events (as discussed earlier) as well 
as in-house meeting and group room nights.  

Our estimate and phase-in of these induced demand figures are presented in 
the following table. 

ESTIMATE of INDUCED 
DEMAND 
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Induced Demand Calculation   

Market Segment

Commercial 0 0 0 0 0 0 0
Meeting and Group 92,400 126,400 147,200 160,000 160,000 150,400 139,200
Leisure 0 0 0 0 0 0 0

Total 92,400 126,400 147,200 160,000 160,000 150,400 139,200

2008 2012 2013 20142010 20112009

 

Again, we note that this induced demand depends on the pre-selling of the 
hotel for months and years in advance of the hotel’s opening.  The following 
points explain our assumptions concerning pre-opening efforts and policies 
for the subject hotel. 
 

• Conventions typically book three to eight years in advance, and 
therefore with each passing month potential conventions may be lost 
for the critical opening years of the hotel. Our induced demand 
estimates depend on achieving an appropriate booking pace between 
now and the hotel’s opening. 

 
• An appropriate booking pace implies that approximately 60% to 80% 

of the phased-in induced demand becomes booked as definite by one 
year prior to the hotel’s opening date. For the purposes of our 
analysis, we assume the opening date is January 31, 2008. 

 
• It is reasonable that the remaining roughly 20% to 40% of induced 

tentative demand could turn definite during the 12 months prior to the 
hotel’s opening. That is, we assume that most of the remaining 
induced demand will be booked between January 1 and December 31, 
2007. Some of the annual induced demand projected for the second 
half of the first year’s operation could be booked during the first six 
months of operation in 2008. 

 
• An appropriate booking pace also implies that approximately 30% to 

50% of the induced demand for the opening year would comprise 
definite bookings two years prior to the hotel’s opening date, or by 
January 1, 2006. It is again reasonable to assume that the remaining 
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roughly 50% to 70% of tentative bookings would turn definite 
between January 1, 2006 and the opening date of the hotel. 
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9. Projection of Occupancy    

Along with average rate results, the occupancy levels achieved by a hotel are 
the foundation of the property's financial performance.  Most of a lodging 
facility's other revenue sources (such as food, beverages, and telephone 
income) are driven by the number of guests, and many expense levels also 
vary with occupancy.  Consequently, a well-documented forecast of 
occupancy is essential.  To a certain degree, occupancy attainment can be 
manipulated by management.  For example, hotel operators may choose to 
lower rates in an effort to maximize occupancy.  Our forecasts reflect an 
operating strategy that we believe would be implemented by a competent 
hotel management team to achieve an optimal mix of occupancy and average 
rate. 

Once market segment growth rates and degrees of latent demand are 
estimated, the annual marketwide potential demand can be determined.  
Potential demand is essentially the amount of demand which would be 
possible in a market which has no seasonality restrictions (e.g. the maximum 
monthly occupancy is 100% each month).   Thus, the potential demand 
equates to the base year accommodated demand, inflated at the growth rates 
set forth for each market segment, plus any estimation of unaccommodated 
or induced demand.  The following table details the potential annual room 
night demand for the subject property’s market area. 

Potential Demand  

Potential Room Nights
Market Segment

Commercial 118,510 120,288 122,092 123,924 125,163 125,789 126,418 127,050 127,685 128,323
Meeting and Group 860,757 884,322 901,136 1,043,254 1,096,271 1,131,619 1,149,341 1,154,288 1,149,659 1,143,456
Leisure 514,035 525,259 537,407 558,555 566,933 569,768 572,617 575,480 578,357 581,249

Total 1,493,302 1,529,868 1,560,635 1,725,732 1,788,367 1,827,176 1,848,376 1,856,817 1,855,702 1,853,028

2013 20142006 2007 2008 2009 2011 20122005 2010

 

Potential Demand 
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Based upon a review of the market dynamics in the proposed subject 
property’s competitive environment, we have forecast growth rates for each 
market segment.  We have also analyzed the possible existence of 
unaccommodated demand in the market (we found there to be a negligible 
amount), as well as the potential for induced demand to occur in the future.  
Using the calculated potential demand for the market, we have then 
determined marketwide accommodated demand based on the inherent 
limitations of demand fluctuations and other factors in the market area. 

The following table details our projections of market demand growth.   This 
includes total occupied room nights, as well as any residual unaccommodated 
demand in the market. 

Accommodated Demand   

118,027 119,118 119,928 123,924 125,163 125,411 125,415
483 1,170 2,164 0 0 378 1,003
0.6 % 0.9 % 0.7 % 3.3 % 1.0 % 0.2 % 0.0 %

857,248 875,711 885,132 1,043,254 1,096,271 1,128,167 1,140,156
30,085 33,806 38,027 0 0 3,452 9,186

1.7 % 2.2 % 1.1 % 17.9 % 5.1 % 2.9 % 1.1 %

511,939 520,144 527,866 558,555 566,933 568,049 568,030
14,400 16,722 19,737 0 0 1,719 4,586

1.1 % 1.6 % 1.5 % 5.8 % 1.5 % 0.2 % 0.0 %

1,487,214 1,514,972 1,532,927 1,725,732 1,788,367 1,821,626 1,833,601
44,968 51,698 59,928 0 0 5,549 14,775

1.4 % 1.9 % 1.2 % 12.6 % 3.6 % 1.9 % 0.7 %

Available Rooms per Night 5,377 5,472 5,638 6,638 6,638 6,638 6,638
Available Room Nights per Year 1,962,648 1,997,228 2,058,016 2,423,016 2,423,016 2,423,016 2,423,016
Available Room Night Growth 0.5 % 1.8 % 3.0 % 17.7 % 0.0 % 0.0 % 0.0 %

Marketwide Occupancy 75.8 % 75.9 % 74.5 % 71.2 % 73.8 % 75.2 % 75.7 %

2008 2009 2010 20112005 2006 2007

Commercial
Occupied Room Nights
Residual Demand
Accommodated Demand Growth

Meeting and Group
Occupied Room Nights
Residual Demand
Accommodated Demand Growth

Leisure
Occupied Room Nights
Residual Demand
Accommodated Demand Growth

Totals
Occupied Room Nights
Residual Demand
Accommodated Demand Growth

 

We forecast marketwide occupancy will remain in the mid 70-percent range 
in 2005 and 2006, which reflects a continued marketwide recovery from the 
recent supply additions and the lows of 2003.  The San Antonio market has 
realized consistently mature and strong occupancy levels with little major 
fluctuations, positive or negative, caused by constant supply changes and/or 
convention and tourism booking patterns.  In 2007, we have forecast a slight 

Accommodated 
Demand and 
Marketwide 
Occupancy 
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decline due to the relatively low convention booking pace during this year 
according to the San Antonio CVB.  We have assumed that, despite the 
current fall-off, that the CVB will begin to market to short-term groups to fill 
this gap and lessen the impact during this year.  The impact of the proposed 
subject property’s entrance in 2008, combined with the decline in 2007, will be 
felt marketwide as some compression is expected to occur.  As such we have 
forecast a roughly three-point decline to 71.2% in 2008.  We have forecast the 
market to begin to rebound in 2009 to low- to mid-70% range before reaching 
nearly 76% by 2011; it should be noted that this assumes the increasingly 
competitive regional and national convention destination markets proposed 
or recently on-line discussed throughout this report.    

The subject property's forecasted market share and occupancy levels are 
based upon its anticipated competitive posture within the market, as 
quantified by its penetration rate.  The penetration rate is the ratio of a 
property's market share to its fair share. 

In this equation, market share represents that portion of total market demand 
accommodated by a property and fair share represents the subject hotel's 
portion of the total supply (calculated as the subject's room count divided by 
the total supply of the market at large). 

If a property with a fair share of 5% is capturing 5% of the market demand in 
a given year, then its occupancy will equal the marketwide occupancy, and its 
penetration rate will equal 100% (5% ÷ 5% = 100%).  If the same property 
achieves a market share in excess of its fair share, then its occupancy will be 
greater than the marketwide occupancy, and its penetration rate will be 
greater than 100%.  For example, if a property's fair share is 5% and its market 
share is 7%, then its penetration rate is 140% (7% ÷ 5% = 140%).  Conversely, 
if the property captures less than its fair share, then its occupancy will be 
below the marketwide average, and its penetration rate will be less than 
100%. 

Penetration rates can be calculated for each market segment of a property, 
and for the property as a whole.  For example, leisure segment penetration 
can be determined by:  1) dividing the subject property's leisure room nights 
captured (property's total room nights captured multiplied by property's 
leisure segment percentage) by:  2) the hotel's fair share of total areawide 
leisure demand (property's fair share percentage multiplied by the market's 
total leisure room night demand).  Simplifying the formula, a hotel’s market 
share percentage divided by its fair share percentage equals its market 

Penetration Rate 
Analysis 
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penetration.  In essence, a penetration above 100% in a certain market 
segment indicates that the hotel is capturing more than its fair share of that 
source of demand, while a penetration rate below 100% indicates that a hotel 
is capturing less than its fair share of demand.  A penetration of 100% 
indicates that the hotel is capturing its pro-rata share of the market segment’s 
room night demand. 

The subject’s occupancy is forecast by estimating the hotel’s penetration by 
market segment for each year of the forecast period. The estimation of 
penetration rates is based upon our review of the historical penetration rates 
of the subject and its competitors.  If the subject hotel and all of its 
competitors are expected to remain stable in their ability to penetrate the 
market, then the historical penetration rates may be appropriately projected 
to remain the same throughout the forecast period.  However, when 
additions to supply are anticipated or if a particular hotel is expected to alter 
its ability to compete in some way (e.g. through a refurbishment or change in 
brand or management), then penetration rates for all the hotels in the market 
must be adjusted.  The reason for the need to adjust the penetration rates of 
all the hotels in the market is due to the circular calculation of the penetration 
rate.  A hotel’s penetration rate is calculated as its market share of demand 
divided by its fair share of demand.  If one hotel’s penetration rate increases, 
thereby increasing its market share and leaving less demand for the other 
hotels in the market to capture, then the penetration rates of the remaining 
hotels automatically decline (all other things being equal).  

For example, let us assume that a hotel is slated for a renovation and 
repositioning, thus enabling the hotel to improve its occupancy through 
increased market penetration.  A higher penetration by one hotel will result in 
a larger capture of room nights by that hotel, thus leaving a reduced number 
of room nights to be shared by the rest of the competitive set.  The additional 
room nights captured by this hotel will come out of the same finite pie of 
demand from which the other hotels in the market draw their demand.  Any 
inducement of new demand due to the repositioning will have already have 
been built into the forecast of marketwide demand in the forecast of 
marketwide occupancy.   

A similar impact is felt when a new hotel is added to the market.  Penetration 
rates for the new hotel are forecast.  The penetration rates are multiplied by 
the hotel’s fair share percentage (calculated as the hotel’s fair share of supply) 
to calculate the hotel’s market share percentage.  The hotel’s market share 
percentage is then multiplied by the total demand forecast for that market 

Explanation of Market 
Share and Penetration 
Rate Adjustment 
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segment in that year, resulting in the room nights captured by the new hotel 
in that segment.  When the new hotel enters the market the penetration of all 
the existing hotels will automatically be impacted because they will each be 
capturing a smaller amount of the demand pie once the new hotel takes its 
share.  If the new hotel captures less then its fair share of demand then the 
penetration rates of the existing hotels will increase, and alternatively, if the 
new hotel captures greater than its fair share of demand then the penetration 
rates of the existing hotels will decline.  Thus, the penetration rate of a stable 
hotel is often impacted year to year by the penetration rates of its competitors.   

An existing hotel may retain the same number of room nights captured in a 
particular market segment when a new hotel is added to the market, but that 
hotel’s penetration rate must increase to do so.  This is because the existing 
hotel’s fair share percentage declines as new rooms are added to the market, 
and so to remain at the same level of room night capture its penetration rate 
must increase (rooms night captured = fair share x penetration rate x total 
market segment demand).  A complete description of this process is presented 
in an addendum to this report. 

In the following table, the penetration rates attained by the primary 
competitors and the aggregate secondary competition are set forth for each 
segment for the base year, 2004.  The results are used as a basis for the 
positioning of the subject property, as well as our forecast of penetration rates 
for the subject (after its opening) and each competitive hotel into the future. 

Historical Penetration Rates   

Property

Marriott Rivercenter 96 % 142 % 57 % 109 %
Marriott Riverwalk 96 142 57 109
Hyatt Regency 64 114 88 101
Westin Riverwalk 196 99 90 104
Hilton Palacio Del Rio 63 104 101 100
Secondary Competition 102 67 134 93
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Historical meeting and group penetration rates ranged widely from 67% to 
142%.  The best performers for demand in this segment were the two Marriott 
hotels, often marketed as one facility to larger convention peak room night 

Historical Penetration 
Rates by Market 
Segment 
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needs, and the Hyatt Regency. Commercial demand penetration ranged from 
63% to 196%, with the Westin Riverwalk leading the set.  Also strong in this 
segment was the secondary competition classification, which features a 
myriad of boutique, historic and often upscale facilities such as La Mansion 
del Rio, the Plaza San Antonio Marriott, the Sheraton Gunter, and the 
Wyndham St. Anthony.  Leisure penetration rates ranged from 57% to 134%.  
The secondary competition achieved the highest penetration in this segment, 
followed closely by the well-located Hilton Palacio Del Rio. 

Penetration rates for the proposed subject property and each of the 
competitive hotels have been forecast based upon the historical performance 
of each property and the changes we foresee in the marketplace going 
forward.  Changes in market share and penetration rates are expected due to 
variables such as the recovery in the mid-week corporate market and the 
entry of the subject property which will focus primarily on convention-
related demand.   

The following tables set forth, by market segment, the projected penetration 
rates for the proposed subject property and each hotel in the competitive set 
throughout the projection period.   

Commercial Segment Adjusted Penetration Rates 

Hotel 2004 2008 2009 2010 2011 2012

Marriott Rivercenter 96 % 100 % 101 % 101 % 101 % 101 %
Marriott Riverwalk 96 100 101 101 101 101
Hyatt Regency 63 72 72 72 72 72
Westin Riverwalk 195 200 198 197 197 197
Hilton Palacio Del Rio 62 71 71 71 71 71
Secondary Competition 101 112 112 112 112 112
Proposed Headquarters Hotel 0 51 54 54 54 54
Proposed Hotel Contessa 0 128 129 129 129 129
Proposed Embassy Suites 0 94 98 104 104 104

 

Projected Penetration 
Rates by Market 
Segment 



HVS International Proposed Headquarters Hotel - San Antonio, TX Projection of Occupancy  9-7 

 

Meeting and Group Segment Adjusted Penetration Rates 

Hotel 2004 2008 2009 2010 2011 2012

Marriott Rivercenter 142 % 138 % 135 % 133 % 133 % 133 %
Marriott Riverwalk 142 138 135 133 133 133
Hyatt Regency 114 109 104 102 102 102
Westin Riverwalk 99 99 98 99 99 99
Hilton Palacio Del Rio 104 101 98 96 96 96
Secondary Competition 67 66 66 67 66 66
Proposed Headquarters Hotel 0 124 127 131 132 132
Proposed Hotel Contessa 0 66 66 67 67 67
Proposed Embassy Suites 0 89 92 93 92 92

 

Leisure Segment Adjusted Penetration Rates 

Hotel 2004 2008 2009 2010 2011 2012

Marriott Rivercenter 57 % 65 % 68 % 68 % 67 % 67 %
Marriott Riverwalk 57 65 68 68 67 67
Hyatt Regency 88 100 103 105 107 107
Westin Riverwalk 90 99 99 98 98 98
Hilton Palacio Del Rio 101 111 111 110 110 110
Secondary Competition 134 138 138 137 137 137
Proposed Headquarters Hotel 0 44 46 47 47 47
Proposed Hotel Contessa 0 176 175 174 174 174
Proposed Embassy Suites 0 112 115 115 114 114

 

In the meeting and group segment, the proposed Hyatt subject reaches a 
positioned 132% penetration rate by the fourth operating year.   The hotel is 
appropriately shown as the market leader in this segment, as would be 
expected for the city’s convention headquarters hotel.  The proposed Hyatt is 
also expected to gain market share in this segment due to the room block 
agreement between the City and the management company operating the 
hotel. 

Because conventions take considerable lead time to book, and meeting 
planners often want to visit the property before making a commitment to the 
hotel, this type of demand requires a ramp-up period over many years.  In the 
interim, we would expect the subject to accommodate moderate transient 
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demand, which will then be out-paced as the group base is built within the 
hotel.  As such, the commercial and leisure penetration rates of the subject 
property are forecast to begin at moderate levels and realize only limited 
growth over the course of the first few years of operation. 

Based on the preceding analyses, the proposed subject property's occupancy 
forecast is set forth as follows, with the projected penetration rates used as a 
basis for calculating the amount of captured market demand. 

Forecast of Subject Property's Occupancy  

Market Segment

Commercial
Demand 123,924 125,163 125,411 125,415 125,780
Market Share 7.1 % 8.1 % 8.1 % 8.1 % 8.1 %
Capture 8,739 10,101 10,113 10,114 10,143
Penetration 51 % 54 % 54 % 54 % 54 %

Meeting and Group
Demand 1,043,254 1,096,271 1,128,167 1,140,156 1,142,670
Market Share 17.2 % 19.2 % 19.7 % 19.8 % 19.8 %
Capture 179,114 210,554 222,153 225,931 226,430
Penetration 124 % 127 % 131 % 132 % 132 %

Leisure
Demand 558,555 566,933 568,049 568,030 569,666
Market Share 6.1 % 6.9 % 7.1 % 7.0 % 7.0 %
Capture 33,919 39,263 40,127 40,043 40,158
Penetration 44 % 46 % 47 % 47 % 47 %

Total Room Nights Captured 221,772 259,917 272,393 276,087 276,730

Available Room Nights 334,999 365,000 365,000 365,000 365,000

Subject Occupancy 66 % 71 % 75 % 76 % 76 %

Marketwide Available Room Nights 2,423,016 2,423,016 2,423,016 2,423,016 2,423,016

Fair Share 14 % 15 % 15 % 15 % 15 %

Marketwide Occupied Room Nights 1,725,732 1,788,367 1,821,626 1,833,601 1,838,116

Market Share 13 % 15 % 15 % 15 % 15 %

Marketwide Occupancy 71 % 74 % 75 % 76 % 76 %

Total Penetration 93 % 96 % 99 % 100 % 100 %

2009 2010 2011 20122008

 

Based on the positioned penetration rates by segment, the overall penetration 
rate of the subject property is forecast to reach 100%, at its fair share, due to its 
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placement as the headquarters hotel.  This performance suggests a 
considerably strong level for a headquarters hotel facility; the San Antonio 
market is considered a successful and well-performing, mature hotel market 
with vast tourist, leisure, and convention demand already serving as a 
positive basis for demand.    

The following table summarizes the proposed subject property’s projected 
market segmentation. 

Subject Property's Market Segmentation  

Commercial 4 % 4 % 4 % 4 % 4 % 4 % 4 %
Meeting and Group 81 81 82 82 82 82 82
Leisure 15 15 15 15 15 15 15

Total 100 % 100 % 100 % 100 % 100 % 100 % 100 %

2013 20142008 2009 2010 2011 2012

 

As shown, we have forecast the hotel to house a significant base of group 
business, at roundly 82% of captured demand, which reflects its position as 
the city’s primary headquarters property.   

Based on the preceding analysis, the following forecast of occupancy results.  
Dividing the total number of room nights captured by the subject property's 
annual number of available room nights (calculated as 1,000 x 365) produces 
the projected occupancy percentage.   

Subject Property’s Occupancy Forecast   

Total Room Nights Captured 221,772 259,917 272,393 276,087 276,730
Available Room Nights 334,999 365,000 365,000 365,000 365,000
Subject Occupancy 66.2 % 71.2 % 74.6 % 75.6 % 75.8 %
Rounded 66 % 71 % 75 % 76 % 76 %

2008 2009 2010 2011 2012

 

We have chosen to use a stabilized occupancy level of 76%.  The stabilized 
occupancy is intended to reflect the anticipated results of the property over its 
remaining economic life, given any and all changes in the life cycle of the 
hotel.  Thus, the stabilized occupancy excludes from consideration any 
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abnormal relationship between supply and demand, as well as any 
nonrecurring conditions that may result in unusually high or low 
occupancies. Although the subject property may operate at occupancies 
above this stabilized level, we believe it equally possible for new competition 
and temporary economic downturns to force the occupancy below this 
selected point of stability.  For the purpose of forecasting income and 
expense, we will use the following occupancy levels.   

Forecast of Occupancy  

Subject

Year

2008 66 %
2009 71
2010 75
2011 76

Property's 
Occupancy
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10.  Average Rate Analysis        

One of the most important considerations in estimating the financial 
performance of a lodging facility is a supportable forecast of its attainable 
average rate, which is more formally defined as the average rate per occupied 
room. Average rate can be calculated by dividing the total rooms revenue 
achieved during a specified period by the number of rooms sold during the 
same period. The projected average rate and the anticipated occupancy 
percentage are used to forecast rooms revenue, which in turn provides the 
basis for estimating most other income and expense categories.  

A hotel's average room rate is the weighted average of the various amounts 
charged to different market segments, such as rack rates, published rates, 
commercial rates, and contract rates. The average rate also takes into account 
differentials during peak and off-peak periods, including various seasons of 
the year, holidays, and weekends.  Different types of rooms may also 
command varying rates, and thus have an impact on the overall average rate.  
The following is a description of several typical rate categories. 

• Rack Rate – An undiscounted room rate generally given to anyone who 
does not qualify for or request a discounted rate. The term is derived from 
the room rack (now a computer terminal) at the front desk, which 
contains information about each room's rate, including the highest 
amount that can be charged for that type of unit.  When a hotel is 
expected to be full during a certain period or when a guest arrives 
without a reservation, the rack rate is usually the only rate available. The 
average rate is almost always lower than the rack rate. 

• Published Rate – The rate listed in directories and other publications. This 
rate is usually quoted as a range (i.e., single: $70-$100), and represents the 
various rack rates for specific types of accommodations. Published rates 
usually set the upper limit of average rate, and average rates tend to be 
closest to published rates in the case of single (rather than double) rooms. 

The Concept 
of Average Rate 
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• Commercial Rate – A discounted rate available to certain commercial 
travelers. Some hotels charge all commercial travelers a commercial rate 
upon request, while others offer it only to established accounts based on 
their projected use of the hotel. Commercial rates vary because they can 
be negotiated between the business and the hotel.  These rates are always 
below the rack and published rates and, depending on the market mix, 
may approximate the property's average rate. 

• Contract Rate – A discounted rate available to specific high-volume users, 
such as airlines, convention groups, and bus tours. Contract rates are 
negotiated and often apply to a block of rooms that are reserved on an 
ongoing basis and paid for regardless of use. Depending on the amount of 
use and the time it occurs, a contract rate may be heavily discounted and 
thus significantly lower than both the average rate and the commercial 
rate. 

• Complimentary Rooms – It is customary for hotels to provide rooms to very 
important guests on a complimentary basis. When performing a room 
night analysis, complimentary rooms should be included in the 
occupancy projection, because these occupied rooms represent actual 
demand (although they generate no revenue).  However, the inclusion of 
complimentary rooms in the occupancy lowers the calculated average 
rate, and thus the treatment of complimentary rooms in the average rates 
obtained from competitive properties must be consistent in order to draw 
an accurate rate comparison. 

In forecasting average room rate for a proposed hotel, the average rates of 
similar hotels operating in the same market are examined as a starting point 
and future rate changes are forecast based on market conditions and the 
proposed property's relative competitiveness. The process is outlined as 
follows: 

1. The average room rates for the competition are researched to position 
rates for the subject, which reflect market conditions and competent 
management. 

2. Factors that impact future trends in room rate change are analyzed and 
projected annual inflationary changes are then quantified. 

3. The proposed subject property's average room rate is quantified and 
projected into the future utilizing either the competitive positioning or 
the market segmentation method. These two methods are described as 
follows: 
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Competitive Positioning Method: Competitive positioning starts with the 
analysis of the average room rates currently achieved by the local competitive 
hotels. These rates establish a range within which the room rate for the 
subject property should fall. The likely average rate for the subject property is 
then positioned relative to the average rate of the hotel in the sample that is 
most similar in quality, size, facilities, amenities, market orientation, location, 
management, image and affiliation. Upward and/or downward adjustments 
are made to the subject's average rate to reflect any differences between the 
comparable and the subject that might be realized by affiliation or 
positioning.  

Market Segmentation Method: In applying the market segmentation method, an 
average room rate is developed by individual market segments. This method 
starts with the previously developed demand forecast for the subject 
property, which includes a projection of the number of room nights captured 
for each market segment. Using the room rates charged on a segmented basis 
by the competitive properties as a base, a room rate estimate is developed for 
each market segment. The estimated room rate for each market segment is 
then multiplied by the projected number of room nights captured and the 
results are totaled to yield the total rooms revenue. An average rate can be 
calculated by dividing the total rooms revenue by the number of rooms 
occupied. The advantage of the market segmentation method is its ability to 
adjust the projected average room rate for changes in market mix.  The 
disadvantage is that detailed rate data for each competitor in the market is not 
usually public knowledge and is difficult, if not impossible, to obtain. 

Although the average rate analysis presented here follows the occupancy 
projections, these two statistics are highly correlated; in reality, one can not 
project occupancy without making specific assumptions regarding average 
rate. The following table summarizes the 2004 average rate levels of the 
identified competitors. 

Competitive Position 
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Average Rate of the Competitors  

Property

Marriott Rivercenter $150-$160
Marriott Riverwalk 150-160
Hyatt Regency 145-155
Westin Riverwalk 150-160
Hilton Palacio Del Rio 140-150
Emily Morgan Hotel 120-130
Sheraton Hotel Gunter 105-115
Wyndham Grand St. Anthony 95-105
Holiday Inn Riverwalk 110-120
Preferred La Mansion Del Rio 170-180
Homewood Suites Riverwalk 120-130
Menger Hotel 105-115
Crowne Plaza (former Adam's Mark) 100-110
The Crockett Hotel (former Holiday Inn) 80-90
Marriott Plaza San Antonio 130-140
Hotel Valencia 160-170

Weighted Average $151

Estimated 2004 * 
Average Room 

Rate

 

This data illustrates an average rate range, from $80.00 to $90.00 and from 
$150.00 to $160.00.  The Marriott Rivercenter and Riverwalk hotels achieve 
among the highest rates within the larger, full-service hotel segment.  The 
Preferred La Mansion Del Rio, an upscale, benchmark hotel facility, achieved 
the highest rate in the market; the Hotel Valencia fell just below that of the La 
Mansion.  The Marriott Rivercenter, the Marriott Riverwalk, and the Westin 
Riverwalk, all achieved average rates in the $150.00 to $160 range due to their 
considerable citywide convention demand segmentation which is 
complimented by higher-rated leisure and modest corporate transient 
demand (higher rated).   The lower rated hotels in the market, the Crockett 
Hotel and the Wyndham St. Anthony, achieved the lowest rate in comparison 
to the market, primarily as a result of their product offerings and/or condition 
as well as the rate structures associated with contract and lower-rated 
group/tour and travel demand accommodation.   

This technique begins with an analysis of the room rates commanded by local 
hotels in each market segment.  Using this information, we can forecast the 

Market  
Segmentation 
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subject property's rate on a segment-by-segment basis.  The projected rate in 
each segment is then multiplied by the number of room nights the hotel is 
expected to capture in that segment (as determined earlier in this analysis).  
These amounts are totaled, yielding the overall rooms revenue.  Average rate 
is then calculated by dividing the property's total rooms revenue by the 
estimated number of occupied rooms. The advantage of the market 
segmentation method is its ability to reflect anticipated changes in the subject 
property's market mix and their impact on average rate.   

Average rate can be projected by considering anticipated changes in the 
subject property's demand mix and the rates that can be commanded in each 
market segment.  The proposed subject property has been positioned with an 
estimated average rate of roundly $150.00 (rounded), in 2004 dollars.  The 
average rates by segment for the subject property have been positioned at 
$164.00 in the commercial segment, $152.00 in the meeting and group 
segment, and $140.00 in the leisure segment.  These rates are well-supported 
by data gathered from the competitive market and suggest that, even though 
the proposed hotel is anticipated to accommodate higher levels of convention 
group demand, the property would achieve rates similar to existing average 
rate leaders such as the Marriott Riverwalk and Marriott Rivercenter.  

It is important to note that hotel room rate increases do not necessarily 
conform to the underlying monetary inflation rate, because lodging facilities 
are influenced by market conditions such as the relationship between supply 
and demand.  A hotel's ability to raise room rates is affected by a number of 
factors, including the following. 

• Supply and Demand Relationships – The relationship between supply 
and demand is one of the factors that determine hotel occupancies and 
average rates. Strong markets, where lodging demand is increasing faster 
than supply, are often characterized by rate growth that exceeds inflation.  
Markets that are overbuilt or suffering from declining demand are 
unlikely to exhibit any significant increases in average rates. 

• Inflationary Pressures – Price increases caused by inflation affect hotel 
room rates by eroding profit margins and encouraging operators to raise 
prices. This strategy is effective only in markets that are characterized by a 
healthy supply and demand relationship. 

• Improving the Competitive Standard – When a new lodging facility 
enters a mature market, its rates may be set higher than the marketwide 
average in an effort to justify the development costs.  This may allow 

Average Rate 
Increases 
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other competitors to achieve corresponding gains by effectively raising 
the amount the market will bear.  However, if the addition to supply has a 
severe impact on the occupancy levels of other hotels, price competition 
may ensue. 

• Property-Specific Improvements – Changes that make a hotel more or 
less attractive to guests can have an impact on average rate. An expansion, 
renovation, upgrading, or the introduction of additional facilities and 
amenities may enable greater-than-inflationary room rate increases. 
Likewise, deferred maintenance may make a property less competitive, 
engendering a decline in room rates. 

In determining average rate projections, changes that occur prior to 
occupancy stabilization are generally attributable to factors that are specific to 
the property and the market.  After a hotel achieves a stabilized occupancy, 
room rates are generally expected to continue to increase at the underlying 
inflation rate throughout the remainder of the projection period. 

As noted by the Smith Travel Research trend illustrated previously in our 
report, and confirmed by our fieldwork, average rates have begun to show an 
increase after the a historical low in 2003 of $133.00 (rounded).   This decline 
can be attributed to hotels competing for demand and offering more 
competitive room rates.  Somewhat lower convention demand also prompted 
less compression.  The year-end 2004, as well as the year-to-date figures 
through January, show signs of recovery with average rates increasing by 
1.4% in 2004 and year-to-date by 2.8%.  According to local officials and hotel 
general managers, this trend is expected to continue over the near-term.  
Average rate change would again be expected to slow after the entry of the 
subject property. 

Based on these considerations, the following table identifies the positioned 
segmented average rates and the growth rates that have been applied to each 
rate through the stabilized year.   
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Forecast of Average Rate Growth 

Projected Growth Rate
2004 Average 

Room Rate

Commercial $164.00 1.5 % 1.5 % 1.5 % 1.0 % 3.0 % 3.5 % 3.0 %
Meeting and Group 152.00 2.5 2.5 -1.0 1.0 3.0 3.5 3.5
Leisure 140.00 2.5 2.5 2.0 1.0 3.0 3.5 3.0

Total $150.82 - % - % - % - % 3.0 % 3.5 % 3.4 %

2005 2007 2008 2009 2010 20112006

 

The following table illustrates the methodology we have used for projecting 
the subject property's average rate. 

Subject Property’s Average Rate Forecast   

Commercial
Average Rate Growth 1.0 % 3.0 % 3.5 % 3.0 % 3.0 %
Captured Room Nights 8,739 10,101 10,113 10,114 10,143
Rooms Revenue $1,513,690 $1,802,017 $1,867,376 $1,923,464 $1,986,931
Average Rate $173.21 $178.40 $184.65 $190.19 $195.89

Meeting and Group
Average Rate Growth 1.0 % 3.0 % 3.5 % 3.5 % 3.0 %
Captured Room Nights 179,114 210,554 222,153 225,931 226,430
Rooms Revenue $28,600,768 $34,629,648 $37,816,185 $39,805,424 $41,090,003
Average Rate $159.68 $164.47 $170.23 $176.18 $181.47

Leisure
Average Rate Growth 1.0 % 3.0 % 3.5 % 3.0 % 3.0 %
Captured Room Nights 33,919 39,263 40,127 40,043 40,158
Rooms Revenue $5,139,741 $6,127,968 $6,482,037 $6,662,446 $6,882,086
Average Rate $151.53 $156.08 $161.54 $166.38 $171.38

Total
Average Rate Growth — % 3.0 % 3.5 % 3.4 % 3.0 %
Captured Room Nights 221,772 259,917 272,393 276,087 276,730
Rooms Revenue $35,254,199 $42,559,633 $46,165,598 $48,391,334 $49,959,019
Average Rate (Before Discount) $158.97 $163.74 $169.48 $175.28 $180.53

Average Rate Penetration 109.6 % 110.2 % 110.7 % 111.2 % 111.2 %

Marketwide Average Rate Growth 2.0 % 2.5 % 3.0 % 3.0 % 3.0 %
Marketwide Average Rate $145.01 $148.63 $153.09 $157.69 $162.42

2008 2009 2010 2011 2012
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We have forecast a 2.0% and 1.0% room rate discount in the first two 
respective projection years of the subject property’s operation.  This accounts 
for needed discounts, which may be necessary in the opening months to 
attract groups and demand initially to the property.  The following average 
rates represent calendar years beginning February 1, 2008, and will be used to 
project the subject property's rooms revenue. 

Forecast of Average Rate   

Year

2008 66 % 158.97 2 % 155.79
2009 71 163.74 1 162.11
2010 75 169.48 0 169.48
2011 76 175.28 0 175.28

Occupancy
Average Rate Before 

Discount Discount
Average Rate After 

Discount
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11.  Projection of Income and Expense 

The  forecast of  income and expense  is expressed  in current dollars  for each 
year.  The  stabilized  year  is  intended  to  reflect  the  anticipated  operating 
results  of  the  property  over  its  remaining  economic  life,  given  any  or  all 
applicable  stages  of  build‐up,  plateau,  and  decline  in  the  life  cycle  of  the 
hotel. Thus,  income and expense estimates from the stabilized year forward 
exclude  from  consideration any abnormal  relationship between  supply and 
demand, as well as any nonrecurring conditions  that may result  in unusual 
revenues or expenses.  The 10‐year period reflects the typical holding period 
of  large  real  estate  assets  such  as  hotels.    The  forecasted  income  streams 
reflect the future benefits of owning specific rights in income‐producing real 
estate. 

In  order  to  project  future  income  and  expense  for  the  proposed  subject 
property, we  have  included  a  sample  of  individual  comparable  operating 
statements from our database of hotel statistics.   

The  following  operating  data  reflects  the  performances  of  six  Hyatt 
convention‐oriented,  full‐service hotels.   For comparison purposes, we have 
included  a  management  fee  of  3.0%  of  total  revenue  and  a  reserve  for 
replacement expense of 4.0% of total revenue in these comparable statements. 
These levels are considered typical in today’s market for a Hyatt full‐service 
hotel.   All  financial data  is presented according  to  the  three most  common 
measures of industry performance: ratio to sales (RTS), amounts per available 
room  (PAR),  and  amounts  per  occupied  room  night  (POR).   A  composite 
statement is also illustrated. 

Comparable Operating 
Statements 
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Comparable Operating Statements Ratio to Sales 

Comp 1 Comp 2 Comp 3 Comp 4 Comp 5 Comp 6

Year: 2004 2004 2004 2003 2003 2003
Number of Rooms: 440 to 550 610 to 760 1130 to 1390 310 to 390 640 to 790 1060 to 1310

Days Open: 366 366 366 365 365 365
Occupancy: 76.9% 74.6% 66.7% 77.1% 59.7% 67.4%

Average Rate: $123.12 $129.13 $126.43 $136.82 $136.33 $137.69
RevPAR: $94.63 $96.39 $84.39 $105.50 $81.34 $92.79

REVENUE
   Rooms 69.1 % 63.5 % 59.8 % 64.6 % 61.5 % 63.5 %
   Food and Beverage 28.2 30.8 33.5 29.8 35.3 31.0
   Telephone 1.0 1.8 1.7 1.3 1.5 2.2
   Other Income 1.7 3.8 5.1 4.3 1.7 3.3
      Total 100.0 100.0 100.0 100.0 100.0 100.0
 DEPARTMENTAL EXPENSES*
   Rooms 20.8 24.5 24.4 19.8 20.8 20.6
   Food and Beverage 76.1 76.0 72.7 82.5 71.4 69.0
   Telephone 130.4 64.2 87.8 108.0 83.8 65.6
   Other Expenses 4.1 32.0 21.5 0.0 0.0 6.7
      Total 37.2 41.4 41.5 38.7 39.3 36.1
DEPARTMENTAL INCOME 62.8 58.6 58.5 61.3 60.7 63.9
OPERATING EXPENSES
   Administrative & General 6.5 5.7 6.8 7.1 6.8 6.1
   Marketing 8.7 6.4 11.7 4.5 5.5 7.6
   Franchise Fee 0.0 0.0 0.0 2.2 0.0 0.0
   Property Operations & Maintenance 4.4 4.8 5.3 5.2 4.4 4.4
   Utilities 3.5 2.6 3.0 3.0 3.2 3.2
      Total 23.1 19.5 26.9 22.0 19.8 21.3
HOUSE PROFIT 39.7 39.1 31.6 39.3 40.9 42.6
Management Fee 3.0 3.0 3.0 3.0 3.0 3.0
INCOME BEFORE FIXED CHARGES 36.6 36.1 28.6 36.3 37.9 39.6
FIXED EXPENSES
   Property Taxes 5.0 2.8 4.5 3.1 5.0 2.3
   Insurance 1.2 1.4 1.2 0.0 1.0 1.4
   Reserve for Replacement 4.0 4.0 4.0 4.0 4.0 4.0
  Total 10.2 8.2 9.7 7.1 10.0 7.7
NET INCOME 26.4 % 27.9 % 18.9 % 29.2 % 27.9 % 31.9 %

*  Departmental expense ratios are expressed as a percentage of departmental revenues  
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Comparable Operating Statements Per Available Room 

Comp 1 Comp 2 Comp 3 Comp 4 Comp 5 Comp 6

Year: 2004 2004 2004 2003 2003 2003
Number of Rooms: 440 to 550 610 to 760 1130 to 1390 310 to 390 640 to 790 1060 to 1310

Days Open: 366 366 366 365 365 365
Occupancy: 76.9% 74.6% 66.7% 77.1% 59.7% 67.4%

Average Rate: $123.12 $129.13 $126.43 $136.82 $136.33 $137.69
RevPAR: $94.63 $96.39 $84.39 $105.50 $81.34 $92.79

REVENUE
   Rooms $34,634 $35,280 $30,887 $38,507 $29,690 $33,869
   Food and Beverage 14,153 17,109 17,300 17,755 17,070 16,506
   Telephone 497 1,023 863 758 726 1,187
   Other Income 835 2,118 2,617 2,588 815 1,738
      Total 50,119 55,531 51,667 59,608 48,301 53,300
 DEPARTMENTAL EXPENSES
   Rooms 7,213 8,642 7,522 7,614 6,176 6,968
   Food and Beverage 10,769 13,000 12,581 14,654 12,191 11,389
   Telephone 648 657 757 818 608 779
   Other Expenses 34 679 563 0 0 116
      Total 18,664 22,978 21,423 23,086 18,975 19,251
DEPARTMENTAL INCOME 31,455 32,553 30,244 36,522 29,326 34,049
OPERATING EXPENSES
   Administrative & General 3,247 3,190 3,516 4,225 3,263 3,251
   Marketing 4,358 3,545 6,052 2,712 2,671 4,063
   Franchise Fee 0 0 0 1,320 0 0
   Property Operations & Maintenance 2,201 2,682 2,760 3,078 2,103 2,343
   Utilities 1,777 1,436 1,566 1,761 1,544 1,704
      Total 11,584 10,853 13,894 13,095 9,580 11,361
HOUSE PROFIT 19,871 21,700 16,350 23,427 19,746 22,688
Management Fee 1,503 1,666 1,550 1,788 1,449 1,599
INCOME BEFORE FIXED CHARGES 18,368 20,035 14,800 21,638 18,297 21,089
FIXED EXPENSES
   Property Taxes 2,491 1,569 2,335 1,836 2,420 1,199
   Insurance 616 784 622 0 486 761
   Reserve for Replacement 2,004 2,222 2,067 2,384 1,932 2,132
  Total 5,111 4,575 5,024 4,220 4,838 4,095
NET INCOME $13,257 $15,460 $9,776 $17,418 $13,459 $16,994
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Comparable Operating Statements Per Occupied Room 

Comp 1 Comp 2 Comp 3 Comp 4 Comp 5 Comp 6

Year: 2004 2004 2004 2003 2003 2003
Number of Rooms: 440 to 550 610 to 760 1130 to 1390 310 to 390 640 to 790 1060 to 1310

Days Open: 366 366 366 365 365 365
Occupancy: 76.9% 74.6% 66.7% 77.1% 59.7% 67.4%

Average Rate: $123.12 $129.13 $126.43 $136.82 $136.33 $137.69
RevPAR: $94.63 $96.39 $84.39 $105.50 $81.34 $92.79

REVENUE
   Rooms $123.12 $129.13 $126.43 $136.82 $136.33 $137.69
   Food and Beverage 50.31 62.62 70.82 63.08 78.39 67.10
   Telephone 1.77 3.75 3.53 2.69 3.33 4.82
   Other Income 2.97 7.75 10.71 9.19 3.74 7.07
      Total 178.17 203.25 211.49 211.79 221.79 216.69
 DEPARTMENTAL EXPENSES
   Rooms 25.64 31.63 30.79 27.05 28.36 28.33
   Food and Beverage 38.28 47.58 51.50 52.07 55.98 46.30
   Telephone 2.30 2.40 3.10 2.91 2.79 3.17
   Other Expenses 0.12 2.48 2.30 0.00 0.00 0.47
      Total 66.35 84.10 87.69 82.03 87.13 78.26
DEPARTMENTAL INCOME 111.82 119.15 123.80 129.76 134.66 138.43
OPERATING EXPENSES
   Administrative & General 11.54 11.67 14.39 15.01 14.98 13.22
   Marketing 15.49 12.97 24.77 9.64 12.27 16.52
   Franchise Fee 0.00 0.00 0.00 4.69 0.00 0.00
   Property Operations & Maintenance 7.83 9.82 11.30 10.94 9.65 9.53
   Utilities 6.32 5.26 6.41 6.26 7.09 6.93
      Total 41.18 39.72 56.87 46.53 43.99 46.19
HOUSE PROFIT 70.64 79.43 66.93 83.23 90.67 92.24
Management Fee 5.34 6.10 6.34 6.35 6.65 6.50
INCOME BEFORE FIXED CHARGES 65.30 73.33 60.58 76.88 84.02 85.74
FIXED EXPENSES
   Property Taxes 8.86 5.74 9.56 6.52 11.11 4.88
   Insurance 2.19 2.87 2.55 0.00 2.23 3.09
   Reserve for Replacement 7.12 8.13 8.46 8.47 8.87 8.67
  Total 18.17 16.75 20.56 14.99 22.22 16.65
NET INCOME $47.13 $56.58 $40.02 $61.89 $61.80 $69.09
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Comparable Operating Statements: Composite Statement Per Occupied Room 

Number of Rooms: 4,685
Days Open: 365
Occupancy: 68.9% Amount per Amount per

Average Rate: $131.41 Percentage Available Occupied
RevPAR: $90.58 of Revenue Room Room

REVENUE
   Rooms $154,899 62.9 % $33,063 $131.41
   Food and Beverage 78,410 31.8 16,736 66.52
   Telephone 4,220 1.7 901 3.58
   Other Income 8,700 3.5 1,857 7.38
      Total 246,229 100.0 52,557 208.89
 DEPARTMENTAL EXPENSES
   Rooms 34,272 22.1 7,315 29.08
   Food and Beverage 57,358 73.2 12,243 48.66
   Telephone 3,365 79.7 718 2.85
   Other Expenses 1,328 15.3 283 1.13
      Total 96,323 39.1 20,560 81.72
DEPARTMENTAL INCOME 149,906 60.9 31,997 127.18
OPERATING EXPENSES
   Administrative & General 15,867 6.4 3,387 13.46
   Marketing 19,873 8.1 4,242 16.86
   Franchise Fee 458 0.2 98 0.39
   Property Operations & Maintenance 11,747 4.8 2,507 9.97
   Utilities 7,568 3.1 1,615 6.42
      Total 55,513 22.5 11,849 47.10
HOUSE PROFIT 94,393 38.3 20,148 80.08
Management Fee 7,386 3.0 1,577 6.27
INCOME BEFORE FIXED CHARGES 87,007 35.3 18,571 73.81
FIXED EXPENSES
   Property Taxes 9,035 3.7 1,928 7.67
   Insurance 2,874 1.2 613 2.44
   Reserve for Replacement 9,849 4.0 2,102 8.36
  Total 21,761 8.8 4,645 18.46
NET INCOME $65,245 26.5 % $13,926 $55.35

 

We will refer to this comparable operating data in our discussion of each line 
item which follows later in this section of the report. 
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The  forecast  of  income  and  expense  is  intended  to  reflect  the  consultantʹs 
qualitative  estimate  of  how  a  typical  investor  would  project  the  subject 
propertyʹs  future operating results. Depending on  the dynamics of  the  local 
market,  a  typical  investor’s  projection  may  be  adjusted  upward  or 
downward. We have attempted to consider these factors in formulating this 
forecast.  

HVS  International uses  a  fixed  and variable  component model  to project a 
lodging  facilityʹs  revenue  and  expense  levels.  This model  is  based  on  the 
premise that hotel revenues and expenses have one component that  is fixed 
and  another  that  varies  directly  with  occupancy  and  facility  usage.  A 
projection can be made by  taking a known  level of revenue or expense and 
calculating  its  fixed and variable components. The  fixed component  is  then 
held  constant,  while  the  variable  component  is  adjusted  for  the  percent 
change between  the projected occupancy and  facility usage and  that which 
produced the known level of revenue or expense.  

The following table illustrates the revenue and expense categories that can be 
projected using this fixed and variable component model.  These percentages 
show  the  portion  of  each  category  that  is  typically  fixed  and  variable;  the 
middle  column  describes  the  basis  for  calculating  the  percentage  of 
variability while the last column sets forth the fixed percentage that has been 
utilized in this valuation. 

 

Premise of Forecast 

Fixed and Variable 
Component Analysis 
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Range of Fixed and Variable Ratios  

Selected
Category Percent Fixed Percent Variable Index of Variability Fixed Ratio

Revenues
   Food 25 - 50 50 - 75 Occupancy 25 %
   Beverage 0 - 30 70 - 100 Food Revenue 0
   Telephone 10 - 40 60 - 90 Occupancy 10
   Garage/Parking 30 - 70 30 - 70 Occupancy 70
   Other Income 30 - 70 30 - 70 Occupancy 70

Departmental Expenses
   Rooms 50 - 70 30 - 50 Occupancy 60
   Food & Beverage 35 - 60 40 - 65 Food & Beverage Revenue 55
   Telephone 40 - 60 40 - 60 Telephone Revenue 60
   Garage/Parking 30 - 70 30 - 70 Garage/Parking Revenue 100
   Other Expenses 30 - 70 30 - 70 Other Income 70

Undistributed Operating Expenses
   Administrative & General 65 - 85 15 - 35 Total Revenue 75
   Marketing 65 - 85 15 - 35 Total Revenue 75
   Franchise Fee 0 100 Occupancy 0
   Prop. Operations & Maint. 55 - 75 25 - 45 Total Revenue 75
   Energy 75 - 95 5 - 25 Total Revenue 75

Management Fee 0 100 Total Revenue 0

Fixed Expenses
   Property Taxes 100 0 Total Revenue 100
   Insurance 100 0 Total Revenue 100
   Equipment Lease 100 0 Total Revenue 100
   Reserve for Replacement 0 100 Total Revenue 0

 

This forecast of revenue and expense is accomplished through a step‐by‐step 
approach,  following  the  format of  the Uniform System of Accounts  for Hotels.  
Each category of revenue and expense is estimated separately and combined 
at the end in the final statement of income and expense.  

A general  rate of  inflation must be established  that will be applied  to most 
revenue  and  expense  categories.    The  following  table  shows  inflation 
estimates made by economists at some noted institutions and corporations. 

Inflation Assumption 
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Inflation Estimates    
Projected Increase in Consumer Price Index
(Annualized Rate Versus 12 Months Earlier)

May
Source 2005 2004
Gail Fosler, Conference Board 3.3 % 2.6 %
Jim Meil / Arun Raha, Eaton Corp. 2.5 3.5
John Ryding / David Malpass, Bear Stearns 2.4 2.7
David Lereah, National Association of Realtors 2.5 2.5
Joe Carson, Alliance Bernstein 3.0 N/A
Brian Wesbury, Griffin, Kubik, Stephens 3.0 3.3
William T. Wilson, Keystone India 3.1 2.5
William B. Hummer, Wayne Hummer Invest. 2.5 2.4
Stephen Gallagher, SG, CIB 2.2 2.7
David L. Littmann, Comerica Bank 2.9 2.8
Richard J. DeKaser, National City Corporation 2.2 2.9
Peter Hooper, Deutsche Bank 2.4 3.0
Lawrence Kudlow, Kudlow & Co. 2.5 3.0
Ian Shepherdson, High Frequency 2.1 3.2
Sung Won Sohn, Hanmi Bank 2.0 2.0
Saul Hymans, University of Michigan 2.4 2.9
Robert DiClemente, Citigroup 2.3 2.8
James F. Smith, SIOR and UNC (0.9) 1.4
David W. Berson, Fannie Mae 2.8 2.7
Mickey Levy, Bank of America 2.5 2.9
J. Prakken/C. Varvares, Macroeconomic Advis. 2.4 2.6
Neal Soss, CSFB 2.2 3.3
Gene Huang, FedEx Corp. 2.8 2.8
Daniel E. Laufenberg, American Express 2.4 2.6
Allen Sinai, Decision Economics 3.0 3.6
Tim McGee, US Trust 2.2 2.9
Susan M. Sterne, Economic Analysis Asso. 2.5 3.1
Scott Anderson, Wells Fargo 2.8 N/A
Ram Bhagavatula, The Royal Bank of Scotland 2.4 3.2
Henry Willmore, Barclays Capital 2.4 3.0
David Wyss, Standard & Poor's 2.2 3.1
David Resler, Nomura Securities International 2.5 3.3
Mark Zandi, Economy.com 2.6 2.5
Nariman Behravesh, Global Insight 2.3 3.2
Maria Fiorini Ramirez, MFR 2.8 3.0
Gary Thayer, A.G. Edwards 2.4 2.2
J. Dewey Daane, Vanderbilt University 4.0 3.2
Donald H. Straszheim, Straszheim Global Advis. 2.5 2.3
Richard Berner/David Greenlaw, Morgan Stanley 2.2 3.0
Maury Harris, UBS 1.9 2.7
Nicholas S. Perna, Perna Associates 2.9 3.2
Edward Leamer, UCLA Anderson Forecast 2.7 4.0
Douglas Duncan, Mortgage Bankers Association 1.4 3.4
Tracy Herrick, Private Bank of the Peninsula 3.3 3.2
Stuart G. Hoffman, PNC Financial 2.7 2.9
Paul L. Kasriel, Northern Trust Co. 2.7 3.1
Mike Cosgrove, Econoclast 2.3 2.0
John Lonski, Moody's 2.6 3.2
Ethan S. Harris, Lehman Brothers 2.6 3.5
Kurt Karl, Swiss Re 2.3 2.6
John Silvia, Wachovia 2.8 2.2
Richard D. Rippe, Prudential Equity Group 2.5 2.6
William Dudley, Goldman, Sachs & Co. 2.6 2.9
David Rosenberg, Merrill Lynch 2.2 3.0
Ellen Hughes-Cromwick, Ford Motor 2.4 2.1
Robert Shrouds/Robert Fry, DuPont 2.3 3.1
Averages 2.5 % 2.9 %
Actual Inflation for the Period 3.5 %

November
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As  the preceding  table  indicates,  the  financial analysts who were  surveyed 
anticipated inflation rates ranging from 1.0% to 2.6% (on an annualized basis) 
as of May 2005. A majority of the respondents estimate rates of 1.7% to 2.2%; 
the average is 1.9%. For the twelve months ending in November of 2004, the 
inflation  forecasts  ranged  from 1.2%  to 3.3%; most were between 1.9% and 
2.4%,  and  the  average  was  2.2%.  As  a  further  check  on  these  inflation 
projections,  we  have  reviewed  historical  increases  in  the  Consumer  Price 
Index  (CPI‐U).   Because  the value of real estate  is predicated on cash  flows 
over a relatively long period, inflation should be considered from a long‐term 
perspective. 

National Consumer Price Index (All Urban Consumers)     

National Consumer Percent Change
Year Price Index from Previous Year

1994 148.2 — 
1995 152.4 2.8 %
1996 156.9 3.0
1997 160.5 2.3
1998 163.0 1.6
1999 166.6 2.2
2000 172.2 3.4
2001 177.1 2.8
2002 179.9 1.6
2003 184.0 2.3
2004 188.9 2.7

Average Annual Compounded Change,
1994-2004: 2.5 %
1999-2004: 2.5

Source: Bureau of Labor Statistics

 

Between  1994  and  2004,  the  national  CPI  increased  at  an  average  annual 
compounded rate of 2.5%, showing a declining trend between 2000 and 2002. 
In  2003  and  2004,  the  CPI  increased  by  2.3%  and  2.7%,  respectively.    In 
consideration of  the most recent  trends,  the projections set forth above, and 
our assessment of probable property appreciation levels, we have applied an 
underlying inflation rate of 3.0% per year.  This stabilized inflation rate takes 
into account normal, recurring inflation cycles.  Inflation is likely to fluctuate 



HVS International  Proposed Headquarters Hotel ‐ San Antonio, TX  Projection of Income and Expense  11‐10 

above and below this  level during the projection period.   Any exceptions to 
the application of the assumed underlying inflation rate are discussed in our 
write‐up of individual income and expense items. 

The following description sets forth the basis for the forecast of  income and 
expense.  We anticipate that it will take four years for the subject property to 
reach  a  stabilized  level  of  operation.    Each  revenue  and  expense  item  has 
been  forecast  based  on  comparable  income  and  expense  statements.    The 
following forecast  is based upon calendar years beginning February 1, 2008, 
and is expressed in inflated dollars for each year. 

Rooms revenue is determined by two variables: occupancy and average rate. 
Our  projection  of  the  proposed  Hyatt  subject  propertyʹs  occupancy  and 
average rate was presented earlier in this report. 

Food  and  beverage  revenue  is  generated  by  a  hotelʹs  restaurants,  coffee 
shops,  snack  bars,  banquet  rooms,  and  room  service.    In  addition  to 
providing a source of revenue, these outlets serve as an amenity that assists 
in  the  sale  of  guestrooms. With  the  exception  of  properties with  banquet 
facilities  that  draw  local  residents,  in‐house  guests  generally  represent  a 
substantial percentage of a hotelʹs food patrons. 

The Uniform System of Accounts  for Hotels/Eighth Revised Edition defines  food 
revenue as “revenue derived from the sale of food, including coffee, milk, tea 
and  soft  drinks.  Food  sales  do  not  include meals  charged  on  employeesʹ 
(staff) checks.” Beverage revenues are “derived from the sale of beverages.” 
In addition to the revenue generated by the sale of food and beverages, hotels 
often  produce  other  income  that  is  related  to  this  department,  such  as 
meeting  room  rentals,  cover  charges,  service  charges,  and  miscellaneous 
banquet  revenue.     Although  food  revenue varies directly with  changes  in 
occupancy, the small portion generated by banquet sales and outside capture 
is relatively fixed.   

As was  illustrated by  the  comparable operating  statements, combined  food 
and  beverage  revenue  ranged  between  roughly  $50.00  and  $78.00  per 
occupied room, or roughly 28.0% to 35.0% of total revenue.  After eliminating 
the high and  the  low mark,  the  food and beverage  collection per occupied 
room  ranged  from  roughly $63.00  to $71.00; or between roughly 30.0% and 

Forecast of Income and 
Expense 

Rooms Revenue 

Food and Beverage 
Revenues 
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34.0% of total revenue.   The composite average collection was 31.8% of total 
revenue, or $66.52 per occupied room. 

Due to the popularity of the cultural and entertainment Riverwalk district in 
downtown  San Antonio,  there  are many  alternatives  for dining within  the 
general area.  The area is vibrant day and night and is extremely tourist and 
traveler friendly, catering to leisure, convention, and business travelers alike.  
Therefore, it is important that food and beverage venues incorporated in the 
plan and scope of  the subject property be  intriguing and complimentary  to 
in‐house  as  well  as  potential,  external  patrons.   While  the  subject  site  is 
located  along  the  Riverwalk,  the  property  is  designed  to  be  somewhat 
removed  from  the current concentration of Riverwalk venues;  this attribute 
will aid  the hotel  in a relatively strong capture of guests within  its own  in‐
house restaurants.   Moreover, the subject hotel should achieve high banquet 
revenues, due to its meetings‐based demand capture.  Based on this data, we 
have projected  that  the subject property will earn  food revenues of roughly 
$62.00 per occupied  room  in  the  first operating year,  increasing  to  roughly 
$65.00  by  the  stabilized  year.    Beverage  revenues  are  forecast  at  just  over 
$8.00 per occupied room  in 2008,  increasing to nearly $9.00  in the stabilized 
year.  In total, food and beverage revenues are forecast to stabilize at roughly 
30.0%  of  total  revenues, which  is  considered  appropriate  for  a  convention 
headquarters hotel of this type. 

Telephone revenue  is generated by hotel guests who charge  local and  long‐
distance  calls  to  their  rooms,  and  by  individuals  who  use  the  propertyʹs 
public  telephones.   The  comparable operating  statements  indicated a  range 
per  occupied  room  of  roughly  $2.00  to  $5.00.    The  average  collection was 
$3.58 per occupied room.   

As  popularity  of  cell  phones  increase, we  expect  telephone  collections  to 
continue  to  decline.    Based  on  this  data  and  industry‐wide  trends  in 
telephone revenue collections, we have positioned the subject property with 
a  telephone  projection  of  under  $4.00  per  occupied  room  in  the  first 
projection year.   

The  subject  property will  have  the  benefit  of  a  500‐space  parking  facility, 
from which  it will  be  able  to  charge  for  parking  and  offer  valet  parking 
services  to  its guests.   We have positioned  revenues  of  $2.49 per occupied 

Telephone Revenue 

Garage/Parking Revenue 
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room  for  the  parking  operation,  which  totals  $550,000  rounded  by  the 
opening year (2008 dollars).   

Other  income  is  derived  from  sources  other  than  guestrooms,  food  and 
beverage, and  telephone  services.   Depending on  the  type of hotel and  the 
facilities and amenities offered, other income may include income generated 
by laundry and valet commissions, vending machines, in‐room movies, front 
desk faxing charges, and short‐term interest income.   

The  subject  property  is  expected  to  realize  other  income  revenues  from  a 
variety of sources, most notably potential retail lease/tenant income, revenues 
generated  from  services  offered  in  its  recreation  area,  short‐term  interest 
income, and miscellaneous front desk charges.  We have projected the subject 
property’s  other  income  to  equate  to  $8.71  per  occupied  room  in  the  first 
projection year (2008) or total other income revenue of roughly $2,000,000.   

Rooms  expense  consists  of  items  related  to  the  sale  and  upkeep  of 
guestrooms  and  public  space.    Salaries,  wages,  and  employee  benefits 
account  for  a  substantial  portion  of  this  category. Although  payroll  varies 
somewhat  with  occupancy  (because  managers  can  schedule  maids,  bell 
personnel, and house  cleaners  to work when demand  requires), much of a 
hotelʹs  payroll  is  fixed.  Front  desk  personnel,  public  area  cleaners,  the 
housekeeper, and other  supervisors must be maintained at all  times.   As a 
result, salaries, wages, and employee benefits are only moderately sensitive 
to changes in occupancy. 

Commissions and reservation expenses are usually based on room sales, and 
thus are highly sensitive  to changes  in occupancy and average rate.   Linen, 
operating supplies, and other operating expenses are only slightly affected by 
volume. 

The  individual  comparable  operating  statements  illustrate  expense  levels 
between  roughly  20.0%  and  25.0%  of  rooms  revenue, with  the  composite 
statement  showing  an  average  of  22.1%.  On  a  per  occupied  room  basis, 
rooms  expense  ranges  from  $26.00  to  $32.00,  with  an  overall  average  of 
$29.08.   Accordingly, we forecast the subject propertyʹs rooms expense to be 
24.7%  of  rooms  revenue  in  the  first projection year,  stabilizing  at  22.0%  in 
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2011.  More importantly, this equates to roughly $39.00 per occupied room by 
2011.   

Food  expenses  consist  of  items  necessary  for  the  primary  operation  of  a 
hotelʹs  food  and  banquet  facilities.  Beverage  expenses  consist  of  items 
necessary  for  the  operation  of  a  hotel’s  lounge  and  bar  areas.  The  costs 
associated with food and beverage sales and payroll are moderately to highly 
correlated  to  their  respective  revenues.  Items  such  as  china,  linen  and 
uniforms  are  very  slightly  dependent  on  volume.    Although  the  other 
expense  items  are  basically  fixed,  they  represent  a  relatively  insignificant 
factor.  

Food  and  beverage  expense,  as  indicated  by  the  comparable  statements, 
averaged  73.0%  of  food  and  beverage  revenue,  from  a  category  range  of 
roughly 69.0% to roughly 83.0%.  On a per occupied room basis, costs ranged 
from  $38.28  to  $55.98  of  food  and  beverage  revenue,  averaging  $48,66.  
Accordingly, we forecast the subject propertyʹs food and beverage expense to 
stabilize at nearly 74.0% of food and beverage revenue in the base year.  More 
importantly, this equates to nearly $52.00 per occupied room by 2011.   

Telephone  expense  consists of all  costs associated with  this department.  In 
the case of small hotels with automated systems, the operation of telephones 
may be an additional responsibility of  front desk personnel; however, most 
large  properties  employ  full‐time  operators.  The  bulk  of  the  telephone 
expense  consists  of  the  cost  of  local  and  long‐distance  calls  billed  by  the 
telephone  companies  that  provide  these  services.  Because  most  calls  are 
made by in‐house guests, these costs are moderately correlated to occupancy. 

The HVS‐selected  operating  statements  showed  a  relatively wide  range  of 
cost ratios  in this category, between roughly 64.0% and 130.0% of telephone 
revenues, with an average of roughly 80.0% of telephone revenue.  We have 
positioned  a  first  year  telephone  expense  of  roughly  84.0%  of  telephone 
revenue in 2008, stabilizing at 78.0% of telephone revenue in 2011.   

Garage/parking expense consists of all costs associated with this department. 
Costs  in  this  department  include  staffing  needs  for  the  parking  booth, 
security, and maintenance.  We have positioned a first year parking expense 
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of roughly 65.0% of parking revenue in 2008, stabilizing at 62.0% of parking 
revenue in 2011.   

Other  income expense consists of costs associated with other  income and  is 
dependent on the nature of the revenue. For example, if a hotel leases its gift 
shop to an outside operator, the expenses are limited to items such as rental 
fees  and  commissions.  If  the  property  operates  its  own  gift  shop,  both 
revenues and expenses will be higher, and the hotel is responsible for the cost 
of goods sold, payroll, and so forth.  

As with the revenue, the greatest cost associated with this line item are costs 
associated with the leasing of the hotel’s retail space. Accordingly and upon 
review of comparable operating data, we estimate other  income expense  to 
equate  to  approximately  55.0%  of  other  income  revenue  by  the  stabilized 
year.   

Administrative  and  general  expense  includes  the  salaries  and wages  of  all 
administrative  personnel who  are  not  directly  associated with  a  particular 
department. Expense  items related  to  the management and operation of the 
property are also allocated to this category. 

Most administrative and general expenses are relatively fixed. The exceptions 
are  cash  overages  and  shortages;  commissions  on  credit  card  charges; 
provision  for  doubtful  accounts,  which  are  moderately  affected  by  the 
number  of  transactions  or  total  revenue;  and  salaries, wages,  and benefits, 
which are very slightly influenced by volume. 

The  selected  comparable  income  statements  indicate  a  cost  range  from 
roughly $3,200  to $4,200 per available  room  for administrative and general 
expenses;  the  composite  average  is  roughly  $3,400  per  available  room,  or 
6.4% of total revenue.   

We  have  projected  the  administrative  and  general  expense  to  equate  to 
roughly $3,500 per available room, or 6.6% of total revenue, by 2008 (inflated 
dollars)  and  stabilize  at  roughly  $4,300 per  available  room  in  2011 dollars.  
On a stabilized basis, this expense level equates to 5.9% of total revenues.   

Marketing expense consists of all costs associated with advertising, sales, and 
promotion;  these  activities  are  intended  to  attract  and  retain  customers. 
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Marketing can be used to create an image, develop customer awareness, and 
stimulate patronage of a propertyʹs various facilities. 

The  marketing  category  is  unique  in  that  all  expense  items,  with  the 
exception  of  fees  and  commissions,  are  totally  controlled  by management. 
Most hotel operators establish an annual marketing budget that sets forth all 
planned expenditures. If the budget is followed, total marketing expenses can 
be projected accurately. 

Marketing expenditures are unusual because although  there  is a  lag period 
before results are realized, the benefits are often extended over a long period. 
Depending on the type and scope of the advertising and promotion program 
implemented,  the  lag  time  can  be  as  short  as  a  few weeks  or  as  long  as 
several  years.  However,  the  favorable  results  of  an  effective  marketing 
campaign  tend  to  linger,  and  a  property  often  enjoys  the  benefits  of 
concentrated sales efforts for many months. 

Comparable  income statements selected by HVS  indicate a range from 4.5% 
to 11.7% of total revenue, or roughly $2,700 to $6,100 per available room.  The 
average for the selected comparable statements is $4,242 per available room, 
or 8.1% of total revenue.  Marketing costs, inclusive of brand marketing fees, 
are forecast to total 7.6% of total revenues by the stabilized year, or roughly 
$5,500 per available room in 2011 dollars.   

Property  operations  and maintenance  expense  is  another  expense  category 
that  is  largely  controlled  by  management.    Except  for  repairs  that  are 
necessary  to  keep  the  facility  open  and  prevent  damage  (e.g.,  plumbing, 
heating, and electrical items), most maintenance can be deferred for varying 
lengths of time. 

Maintenance is an accumulating expense.  If management elects to postpone 
performing  a  required  repair,  they  have  not  eliminated  or  saved  the 
expenditure; they have only deferred payment until a  later date.   A lodging 
facility that operates with a lower‐than‐normal maintenance budget is likely 
to accumulate a considerable amount of deferred maintenance. 

The age of a  lodging  facility has a strong  influence on  the required  level of 
maintenance.    A  new  or  thoroughly  renovated  property  is  protected  for 
several  years  by  modern  equipment  and  manufacturersʹ  warranties. 

Property Operations and 
Maintenance  
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However, as a hostelry grows older, maintenance expenses escalate. A well‐
organized  preventive maintenance  system  often  helps  delay  deterioration, 
but most  facilities  face  higher  property  operations  and maintenance  costs 
each  year,  regardless  of  the  occupancy  trend.    The  quality  of  initial 
construction  can  also  have  a  direct  impact  on  future  maintenance 
requirements.  The  use  of  high‐quality  building materials  and  construction 
methods generally  reduces  the need  for maintenance expenditures over  the 
long‐term. 

For property  operations  and maintenance,  the  selected  comparable  income 
statements  indicate a  range  from  roughly 4.4%  to 5.3% of  total  revenue, or 
4.8%  on  average.  We  have  projected  the  property  operations  and 
maintenance expense  to equate  to  roughly $2,500 per available  room  in  the 
first  projection  year  and  stabilize  at  roughly  $3,000  per  available  room  by 
2011.    On  a  stabilized  basis,  this  expense  level  equates  to  4.2%  of  total 
revenues.   This  ratio  both  represents  the new  construction  of  the property 
and  the  accordingly  reduced maintenance  that  should  be  required  for  its 
upkeep beyond the reserve for replacement. 

The energy consumption of a  lodging  facility  takes several  forms  including 
water and  space heating, air conditioning,  lighting, cooking  fuel, and other 
miscellaneous  power  requirements.    The  most  common  sources  of  hotel 
energy  are  electricity,  natural  gas,  fuel  oil,  and  steam.    This  category  also 
includes the cost of water service. 

Total energy cost depends on the source and quantity of fuel used.  Electricity 
tends to be the most expensive source, followed by oil and gas.  Although all 
hotels consume a sizable amount of electricity, many properties supplement 
their energy requirements with less expensive sources such as gas and oil for 
heating and cooking. 

The  selected  comparable  income  statements  indicate  an  energy  cost  range 
from  roughly 2.6%  to 3.5%;  the composite average  is 3.1% of  total  revenue.  
We have positioned the subject property with a stabilized energy cost of 2.7% 
of total revenues, which equates to roughly $2,000 per available room in 2011 
dollars.   

Energy Expense  
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Management expense consists of  the basic  fee paid  to  the  type of company 
that  is anticipated  to operate  the subject property. Some companies provide 
management  services  alone,  while  others  also  provide  a  brand  name 
affiliation. When  a management  company  has  no  brand  identification,  the 
property owner often acquires a franchise that provides the necessary image 
and recognition. Although most hotel management companies employ a fee 
schedule that includes a basic fee (usually a percentage of total revenue) and 
an incentive fee (usually a percentage of defined profit), the incentive portion 
is often subordinated to debt service and may not appear in a forecast of net 
income before debt service. Basic hotel management  fees are almost always 
based  on  a  percentage  of  total  revenue, which means  they  have  no  fixed 
component. 

Management  fees  today  are  typically  structured  as  some  combination  of  a 
base  fee  calculated  as  a  percentage  of  total  revenues  and  an  incentive  fee 
calculated as a percentage gross operating  income or net operating  income.  
While base fees typically range from 1% to 4% of total revenue, incentive fees 
are deal specific and often are calculated as a percentage of income available 
after debt service and, in some cases, after a preferred return on equity.  Due 
to  the deal  specificity of  the  incentive portion of  the management  fee  total 
management fees are difficult to hypothesize without a specific management 
agreement.  Even then, the ownership structure and debt level of a deal may 
impact the ultimate fees paid.   HVS monitors current trends in management 
agreements and is familiar with the current range of total management.  We 
are  finding  that  in  todayʹs  market  total  management  fees  for  a  first‐tier 
management company which provides both a brand name and management 
expertise are ranging from 4%  to 5% of  total revenue.   Fees paid  to second‐
tier management  companies which  provide management  expertise  but  no 
brand identity are ranging from 2% to 3% of total revenue.   

Our  forecast  assumes management  of  the  subject  property  by  one  of  the 
major  branded  operating  companies.    For  the  purposes  of  this  report, we 
have chosen to use a stabilized management fee of 3.5% of total revenues, by 
the stabilized year, which we believe to be appropriate for a hotel property of 
this type.   

Property  (or  ad  valorem)  tax  is  one  of  the  primary  revenue  sources  of 
municipalities.  Based  on  the  concept  that  the  tax  burden  should  be 

Management Fee 

Property Taxes 
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distributed  in  proportion  to  the  value  of  all  properties  within  a  taxing 
jurisdiction,  a  system  of  assessments  is  established.  Theoretically,  the 
assessed value placed on each parcel bears a definite relationship to market 
value, so properties with equal market values will have similar assessments 
and properties with higher and lower values will have proportionately larger 
and smaller assessments. Depending on the taxing policy of the municipality, 
property taxes can be based on the value of the real property or the value of 
the personal property and the real property. 

The  taxing  jurisdiction  governing  the  subject  property  assesses  real  and 
personal property. The assessed value  ratio  is 100% of  the county’s market 
value.      A  review  of  the  assessed  values  of  several  hotels  located  in  the 
comparable jurisdiction reveals the following information. 

Comparable Hotel – Current Assessment  

Number Total Assessment Assessment per Room
Hotel of Rooms Personal Personal

Marriott Rivercenter 1,001 $6,534,000 $83,466,000 $6,646,820 $6,527 $83,383 $6,640
Hyatt Regency 632 5,613,700 39,911,800 2,417,030 8,882 63,152 3,824
Westin Riverwalk 473 3,838,500 37,720,000 3,792,000 8,115 79,746 8,017
Hilton Palacio del Rio 481 3,384,700 30,890,300 1,434,640 7,037 64,221 2,983

Source: Bexar County Appraisal District

Subject Property 1,000 $7,640,482 $72,625,374 $5,366,032 $7,640 $72,625 $5,366

 Land Improvements Land Improvements

 

This  data  represents  a  range  of  land  assessments  at  roughly  $3,400,000  to 
$6,500,000 and  improvements assessments of roughly $63,000 to $83,000 per 
room.   

Tax rates are based on the city and county budgets, which change annually.  
The following table shows changes in the tax rate per $100 of assessed value 
since 1999.  
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Historical Tax Rates    

Tax Rate per $100 Percent Change from
Year of Assessment Previous Year

1999 3.12918                      —
2000 3.13012           0.0 %
2001 3.10587           (0.8)
2002 3.12151           0.5
2003 3.12156           0.0

Average Annual % Change: (1.1) %

Source: Bexar County Appraisal District

 

The  tax rate  in  the Bexar County  increased at a declining rate  in 2001 while 
increasing by only modest levels in previous and subsequent years; the 2003 
tax rate then suggests stability compared to 2002.  Due to the unpredictability 
in  future  tax  rate  changes, we  have  applied  a  1.0%  rate  increase  in  2004 
through  2007,  followed  by  a  1.5%  increase  in  2008  through  2011; property 
taxes then increase by the underlying inflationary rate thereafter.   

Based  on  the  comparable  assessments  and  the  tax  rate  information,  the 
subject  propertyʹs  projected  property  tax  expense  levels  are  calculated  as 
follows.   We have positioned  the proposed subject property’s assessment at 
$7,600,000  (rounded)  for  the  land,  $73,000,000  (rounded)  for  the 
improvements, and $5,400,000 (rounded) for business personal property.   
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Historical and Projected Property Tax Expense    

Assessed Value Tax Rate per
Year Personal $100 Assd.

Positioned $7,640,482 $72,625,374 $5,366,032 $80,265,857 3.1216             —   
2004 7,640,482 72,625,374 5,366,032 80,265,857 3.1528             —   
2005 7,640,482 72,625,374 5,366,032 80,265,857 3.1843             —   
2006 7,640,482 72,625,374 5,366,032 80,265,857 3.2161             —   
2007 7,640,482 72,625,374 5,366,032 80,265,857 3.2483             —   
2008 7,640,482 72,625,374 5,366,032 80,265,857 3.2970 $2,646,391
2009 7,640,482 72,625,374 5,366,032 80,265,857 3.3465 2,686,087
2010 7,640,482 72,625,374 5,366,032 80,265,857 3.3967 2,726,379
2011 7,640,482 72,625,374 5,366,032 80,265,857 3.4476 2,767,274

Total
Tax

ForecastLand Improvements

 

This  assessment  levels  are  solely  for  the  purposes  of  estimating  property 
taxes  and  are  not  an  indication  of  market  value  on  the  part  of  HVS 
International.   We  note  that  if  the  property  is  assessed  at  its  construction 
(which would likely be in excess of $200 million), and not based on a review 
of comparable hotels and their assessments, the tax forecast and our forecast 
of fixed expenses for this hotel would accordingly be impacted. 

The insurance expense category consists of the cost of insuring the hotel and 
its contents against damage or destruction by fire, weather, sprinkler leakage, 
boiler  explosion,  plate  glass  breakage,  and  so  forth.  It  does  not  include 
liability  coverage,  which  is  a  component  of  administrative  and  general 
expense. 

Insurance  rates  are  based  on many  factors  including  building  design  and 
construction,  fire  detection  and  extinguishing  equipment,  fire  district, 
distance  from  the  firehouse,  and  the  areaʹs  fire  experience.  Insurance 
expenses do not vary with  occupancy.  Insurance  rates  for hotels  remained 
relatively  low throughout the  latter half of the 1990s, as competition among 
the insurance companies kept price increases to a minimum in most markets. 
In 2001, insurance rates began to increase substantially.  The terrorist attacks 
of September 11th have strained  the financial resources of  the  insurance and 
reinsurance industries, resulting in further increases in insurance costs. As a 
result, premiums have increased by anywhere from 25% to 100%.   

Insurance Expense  
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The  selected  comparable  operating  statements  indicated  an  insurance 
expense range of 1.0% to 1.4% of total revenue, or $486 to $784 per available 
room.   The composite statement  indicated an average  insurance expense of 
1.2% of total revenue or $613 per available room.  

We  project  the  subject  propertyʹs  insurance  expense  at  $742  per  available 
room, or 1.4% of revenues,  in the first projection year.   In subsequent years, 
this amount  is assumed  to  increase  in  tandem with  inflation;  the  stabilized 
insurance expense ratio for the property is forecast to be 1.2%. 

Furniture, fixtures, and equipment are essential to the operation of a lodging 
facility, and  their quality often  influences a propertyʹs  class.   This  category 
includes all non‐real estate  items  that are capitalized, rather  than expensed. 
The  furniture,  fixtures, and equipment of a hotel are exposed  to heavy use 
and must be  replaced  at  regular  intervals. The useful  life  of  these  items  is 
determined by  their quality, durability, and  the amount of guest  traffic and 
use. 

The  International  Society  of  Hospitality  Consultants  (ISHC)  undertook  a 
major  industry‐sponsored study of  the capital expenditure requirements for 
full‐service,  limited‐service, and all‐suite hotels  (inclusive of extended‐stay).  
A separate category of all‐suite hotels was added as a result of the aggressive 
development of this product over the past ten years and its growing percent 
of  total  rooms  in  the U.S.  hotel  industry.   The  findings  of  the  study were 
published  in  a  report  in 2000.1   The historical  capital  expenditures of well‐
maintained  hotels  were  investigated  through  the  compilation  of  data 
provided by hotel owners and operators  for  the 1988  to 1998 period  in  the 
United States.   This resulted in useable survey data from approximately 350 
hotels.   

A prospective analysis of  future  capital expenditure  requirements was also 
performed  based  upon  the  cost  to  replace  short  and  long  lived  building 
components over a hotelʹs economic life.   The study showed that the capital 
expenditure requirements for hotels vary significantly from year and depend 
upon both the actual and effective age of a property.  The ISHC advocates a 

                                                      
1  The  International  Society  of  Hotel  Consultants,  CapEx  2000,  A  Study  of 
Capital Expenditures in the U.S. Hotel Industry, 2000. 

Reserve for Replacement  
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position  that  the  right  amount  to  set  aside  for,  or  spend  on,  capital 
expenditures  varies  from  property  to  property  and  is  dependent  upon  a 
number of variables that must be evaluated in the context of the competitive 
market,  financial  resources  of  the  owner/operator,  quality  of  construction, 
age  of  the  property,  as  well  as  the  philosophy  and  strategic  operating 
approach  of  the  stakeholders  in  the  asset.    The  study  shows  that  average 
capital  expenditure  spending  increases  over  time,  ranging  between  1.31% 
and  6.23%  of  total  revenues  in  the  first  five  years  of  operation  with  an 
average of expenditure of 3.02%.  This range increased to between 2.37% and 
16.98% over the next twenty years, assuming a product  life cycle of twenty‐
five years.   The following chart  illustrates that the minimum and maximum 
ends of the ranges generally move further apart as the hotels increase in age. 

Average Capital Expenditure Range by Year as a Ratio to Total Revenue  

Source:  The International Society of Hotel Consultants
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The  previous  chart  sets  forth  capital  expenditures  for  the  entire  hotel  of 
which  14%  to  30%  or more  of  that  spending  is  spent  on  the  building  and 
other  long‐lived  items.    Because  the  reserve  for  replacement  is  meant 
primarily  to  renovate or  replace FF&E  and other  short‐lived  items,  lenders 
and management  companies  typically  require  reserves  ranging  from 2%  to 
5%  of  total  revenue.   We  believe  this  range  of  reserve  for  replacement  is 
adequate particularly for new hotels or recently renovated hotels.   
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Given the new construction of the property, this reserve gradually increases 
through  the  first  several  years  of  operation.    Based  on  an  analysis  of 
comparable  lodging  facilities, as well as  information provided by Hyatt, we 
estimate  reserve  for  replacement  of  1.0%  of  total  revenue  in  the  first 
projection year, eventually increasing to 4.0% in 2013 and annually thereafter.   

Based on  the preceding  analysis, we have  formulated  a  forecast of  income 
and expense.  The tables on the following pages present the following: first, a 
detailed  forecast  through  the  fourth projection year,  including amounts per 
available  room  (PAR)  and  per  occupied  room  (POR);  second,  a  summary 
forecast through the tenth projection year.   The forecasts pertain to calendar 
operating  years  beginning  February  1,  2008,  and  are  expressed  in  inflated 
dollars for each year. 

 

Summary of Projections 
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Detailed Forecast of Income and Expense, Proposed Headquarters Hotel, San Antonio, Texas  

2008  (Begins February ) 2009 2010 Stabilized 2012
Number of Rooms: 1000 1000 1000 1000 1000
Occupancy: 66% 71% 75% 76% 76%
Average Rate: $155.79 $162.11 $169.48 $175.28 $180.53
RevPAR: $102.82 $115.09 $127.11 $133.21 $137.21
Days Open: 334 365 365 365 365
Occupied Rooms: 220,440 %Gross  PAR   POR   259,150 %Gross  PAR   POR   273,750 %Gross  PAR   POR   277,400 %Gross  PAR   POR   277,400 %Gross  PAR   POR   
REVENUE
   Rooms $34,342 64.7 % $34,342 $155.79 $42,010 65.5 % $42,010 $162.11 $46,396 66.2 % $46,396 $169.48 $48,621 66.4 % $48,621 $175.27 $50,080 66.4 % $50,080 $180.53
   Food 13,648 25.7 13,648 61.91 16,203 25.2 16,203 62.52 17,382 24.8 17,382 63.50 18,082 24.7 18,082 65.18 18,624 24.7 18,624 67.14
   Beverage 1,803 3.4 1,803 8.18 2,140 3.3 2,140 8.26 2,296 3.3 2,296 8.39 2,388 3.3 2,388 8.61 2,460 3.3 2,460 8.87
   Telephone 819 1.5 819 3.71 983 1.5 983 3.79 1,064 1.5 1,064 3.89 1,109 1.5 1,109 4.00 1,142 1.5 1,142 4.12
   Garage/Parking 549 1.0 549 2.49 630 1.0 630 2.43 660 0.9 660 2.41 682 0.9 682 2.46 703 0.9 703 2.53
   Other Income 1,921 3.6 1,921 8.71 2,207 3.4 2,207 8.51 2,309 3.3 2,309 8.44 2,388 3.3 2,388 8.61 2,460 3.3 2,460 8.87
     Total Revenues 53,081 100.0 53,081 240.79 64,173 100.0 64,173 247.63 70,107 100.0 70,107 256.10 73,270 100.0 73,270 264.13 75,469 100.0 75,469 272.06
DEPARTMENTAL EXPENSES *
   Rooms 8,486 24.7 8,486 38.50 9,817 23.4 9,817 37.88 10,330 22.3 10,330 37.74 10,697 22.0 10,697 38.56 11,018 22.0 11,018 39.72
   Food & Beverage 11,466 74.2 11,466 52.02 13,207 72.0 13,207 50.96 13,850 70.4 13,850 50.59 14,329 70.0 14,329 51.65 14,759 70.0 14,759 53.20
   Telephone 690 84.3 690 3.13 796 80.9 796 3.07 836 78.6 836 3.05 865 78.0 865 3.12 891 78.0 891 3.21
   Garage/Parking 354 64.5 354 1.61 399 63.2 399 1.54 411 62.2 411 1.50 423 62.0 423 1.53 436 62.0 436 1.57
   Other Expenses 1,087 56.6 1,087 4.93 1,231 55.8 1,231 4.75 1,274 55.2 1,274 4.65 1,313 55.0 1,313 4.74 1,353 55.0 1,353 4.88
      Total 22,084 41.6 22,084 100.18 25,449 39.7 25,449 98.20 26,701 38.1 26,701 97.54 27,627 37.7 27,627 99.59 28,456 37.7 28,456 102.58
DEPARTMENTAL INCOME 30,997 58.4 30,997 140.61 38,724 60.3 38,724 149.43 43,406 61.9 43,406 158.56 45,643 62.3 45,643 164.54 47,013 62.3 47,013 169.48
UNDISTRIBUTED OPERATING EXPENSES
   Administrative & General 3,483 6.6 3,483 15.80 3,986 6.2 3,986 15.38 4,164 5.9 4,164 15.21 4,305 5.9 4,305 15.52 4,434 5.9 4,434 15.98
   Marketing 4,478 8.4 4,478 20.32 5,124 8.0 5,124 19.77 5,354 7.6 5,354 19.56 5,534 7.6 5,534 19.95 5,700 7.6 5,700 20.55
   Prop. Operations & Maint. 2,488 4.7 2,488 11.29 2,847 4.4 2,847 10.99 2,974 4.2 2,974 10.87 3,075 4.2 3,075 11.08 3,167 4.2 3,167 11.42
   Energy 1,592 3.0 1,592 7.22 1,822 2.8 1,822 7.03 1,904 2.7 1,904 6.95 1,968 2.7 1,968 7.09 2,027 2.7 2,027 7.31
      Total 12,042 22.7 12,042 54.63 13,779 21.4 13,779 53.17 14,396 20.4 14,396 52.59 14,881 20.4 14,881 53.65 15,328 20.4 15,328 55.26
HOUSE PROFIT 18,955 35.7 18,955 85.99 24,945 38.9 24,945 96.26 29,010 41.5 29,010 105.97 30,762 41.9 30,762 110.89 31,685 41.9 31,685 114.22
Management Fee 1,327 2.5 1,327 6.02 1,925 3.0 1,925 7.43 2,454 3.5 2,454 8.96 2,564 3.5 2,564 9.24 2,641 3.5 2,641 9.52
INCOME BEFORE FIXED CHARGES 17,628 33.2 17,628 79.97 23,020 35.9 23,020 88.83 26,557 38.0 26,557 97.01 28,197 38.4 28,197 101.65 29,044 38.4 29,044 104.70
FIXED EXPENSES
   Property Taxes 2,646 5.0 2,646 12.00 2,686 4.2 2,686 10.36 2,726 3.9 2,726 9.96 2,767 3.8 2,767 9.97 2,850 3.8 2,850 10.27
   Insurance 742 1.4 742 3.36 835 1.3 835 3.22 860 1.2 860 3.14 886 1.2 886 3.19 912 1.2 912 3.29
   Reserve for Replacement 531 1.0 531 2.41 1,230 1.9 1,230 4.75 2,045 2.9 2,045 7.47 2,198 3.0 2,198 7.92 2,956 3.9 2,956 10.66
     Total 3,918 7.4 3,918 17.78 4,751 7.4 4,751 18.33 5,630 8.0 5,630 20.57 5,851 8.0 5,851 21.09 6,718 8.9 6,718 24.22
NET INCOME $13,710 25.8 % $13,710 $62.19 $18,269 28.5 % $18,269 $70.50 $20,926 30.0 % $20,926 $76.44 $22,347 30.4 % $22,347 $80.56 $22,326 29.5 % $22,326 $80.48

*Departmental expenses are expressed as a percentage of departmental revenues.  
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Summary Forecast of Income and Expense, Proposed Headquarters Hotel, San Antonio, Texas  

2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Number of Rooms: 1000 1000 1000 1000 1000 1000 1000 1000 1000 1000
Occupied Rooms: 220,440 259,150 273,750 277,400 277,400 277,400 277,400 277,400 277,400 277,400
Occupancy: 66% 71% 75% 76% 76% 76% 76% 76% 76% 76%
Average Rate: $155.79 % of $162.11 % of $169.48 % of $175.28 % of $180.53 % of $185.95 % of $191.53 % of $197.27 % of $203.19 % of $209.29
RevPAR: $102.82 Gross $115.09 Gross $127.11 Gross $133.21 Gross $137.21 Gross $141.32 Gross $145.56 Gross $149.93 Gross $154.43 Gross $159.06
REVENUE
   Rooms $34,342 64.7 % $42,010 65.5 % $46,396 66.2 % $48,621 66.4 % $50,080 66.4 % $51,582 66.4 % $53,130 66.4 % $54,724 66.4 % $56,366 66.4 % $58,056 66.4 %
   Food 13,648 25.7 16,203 25.2 17,382 24.8 18,082 24.7 18,624 24.7 19,183 24.7 19,759 24.7 20,351 24.7 20,962 24.7 21,591 24.7
   Beverage 1,803 3.4 2,140 3.3 2,296 3.3 2,388 3.3 2,460 3.3 2,534 3.3 2,610 3.3 2,688 3.3 2,769 3.3 2,852 3.3
   Telephone 819 1.5 983 1.5 1,064 1.5 1,109 1.5 1,142 1.5 1,176 1.5 1,212 1.5 1,248 1.5 1,285 1.5 1,324 1.5
   Garage/Parking 549 1.0 630 1.0 660 0.9 682 0.9 703 0.9 724 0.9 746 0.9 768 0.9 791 0.9 815 0.9
   Other Income 1,921 3.6 2,207 3.4 2,309 3.3 2,388 3.3 2,460 3.3 2,534 3.3 2,610 3.3 2,688 3.3 2,769 3.3 2,852 3.3
      Total 53,081 100.0 64,173 100.0 70,107 100.0 73,270 100.0 75,469 100.0 77,732 100.0 80,065 100.0 82,467 100.0 84,941 100.0 87,489 100.0
 DEPARTMENTAL EXPENSES*
   Rooms 8,486 24.7 9,817 23.4 10,330 22.3 10,697 22.0 11,018 22.0 11,348 22.0 11,689 22.0 12,039 22.0 12,400 22.0 12,772 22.0
   Food & Beverage 11,466 74.2 13,207 72.0 13,850 70.4 14,329 70.0 14,759 70.0 15,202 70.0 15,658 70.0 16,127 70.0 16,611 70.0 17,110 70.0
   Telephone 690 84.3 796 80.9 836 78.6 865 78.0 891 78.0 918 78.0 945 78.0 973 78.0 1,003 78.0 1,033 78.0
   Garage/Parking 354 64.5 399 63.2 411 62.2 423 62.0 436 62.0 449 62.0 462 62.0 476 62.0 490 62.0 505 62.0
   Other Expenses 1,087 56.6 1,231 55.8 1,274 55.2 1,313 55.0 1,353 55.0 1,393 55.0 1,435 55.0 1,478 55.0 1,523 55.0 1,568 55.0
      Total 22,084 41.6 25,449 39.7 26,701 38.1 27,627 37.7 28,456 37.7 29,310 37.7 30,189 37.7 31,095 37.7 32,027 37.7 32,988 37.7
DEPARTMENTAL INCOME 30,997 58.4 38,724 60.3 43,406 61.9 45,643 62.3 47,013 62.3 48,423 62.3 49,876 62.3 51,372 62.3 52,914 62.3 54,500 62.3
UNDISTRIBUTED OPERATING EXPENSES
   Administrative & General 3,483 6.6 3,986 6.2 4,164 5.9 4,305 5.9 4,434 5.9 4,567 5.9 4,704 5.9 4,845 5.9 4,990 5.9 5,140 5.9
   Marketing 4,478 8.4 5,124 8.0 5,354 7.6 5,534 7.6 5,700 7.6 5,871 7.6 6,048 7.6 6,229 7.6 6,416 7.6 6,608 7.6
   Prop. Operations & Maint. 2,488 4.7 2,847 4.4 2,974 4.2 3,075 4.2 3,167 4.2 3,262 4.2 3,360 4.2 3,461 4.2 3,564 4.2 3,671 4.2
   Energy 1,592 3.0 1,822 2.8 1,904 2.7 1,968 2.7 2,027 2.7 2,088 2.7 2,150 2.7 2,215 2.7 2,281 2.7 2,350 2.7
      Total 12,042 22.7 13,779 21.4 14,396 20.4 14,881 20.4 15,328 20.4 15,788 20.4 16,261 20.4 16,749 20.4 17,252 20.4 17,769 20.4
HOUSE PROFIT 18,955 35.7 24,945 38.9 29,010 41.5 30,762 41.9 31,685 41.9 32,635 41.9 33,615 41.9 34,623 41.9 35,662 41.9 36,731 41.9
Management Fee 1,327 2.5 1,925 3.0 2,454 3.5 2,564 3.5 2,641 3.5 2,721 3.5 2,802 3.5 2,886 3.5 2,973 3.5 3,062 3.5
INCOME BEFORE FIXED CHARGES 17,628 33.2 23,020 35.9 26,557 38.0 28,197 38.4 29,044 38.4 29,914 38.4 30,812 38.4 31,737 38.4 32,689 38.4 33,669 38.4
FIXED EXPENSES
   Property Taxes 2,646 5.0 2,686 4.2 2,726 3.9 2,767 3.8 2,850 3.8 2,936 3.8 3,024 3.8 3,114 3.8 3,208 3.8 3,304 3.8
   Insurance 742 1.4 835 1.3 860 1.2 886 1.2 912 1.2 939 1.2 968 1.2 997 1.2 1,027 1.2 1,057 1.2
   Reserve for Replacement 531 1.0 1,230 1.9 2,045 2.9 2,198 3.0 2,956 3.9 3,109 4.0 3,203 4.0 3,299 4.0 3,398 4.0 3,500 4.0
     Total 3,918 7.4 4,751 7.4 5,630 8.0 5,851 8.0 6,718 8.9 6,984 9.0 7,194 9.0 7,410 9.0 7,632 9.0 7,861 9.0
NET INCOME $13,710 25.8 % $18,269 28.5 % $20,926 30.0 % $22,347 30.4 % $22,326 29.5 % $22,930 29.4 % $23,619 29.4 % $24,327 29.4 % $25,057 29.4 % $25,808 29.4 %

1 1 1 1 1 1 1 1 1 1
* Departmental expenses are expressed as a percentage of departmental revenues.

% of
Gross
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In  this  section,  we  presented  a  forecast  of  income  and  expense  for  the 
proposed  subject property.   This  forecast was presented  in  calendar years, 
reflecting  inflated  dollars  beginning  in  2008.    Our  cash  flow  projections 
follow from previously discussed occupancy and average rate projections set 
forth  in previous sections. As noted,  it  is assumed  that  the subject property 
would be built with the facilities listed in the proposed facility chapter of this 
report, and that the hotel would operate as a first‐class Hyatt Hotel.   

Our report assumes  that the pre‐selling of the hotel will begin no  later than 
early 2006, and  that a certain pre‐booking pace will be maintained between 
this time and the opening of the hotel.  Additionally, our projections assume 
that  management  will  sell  the  guestrooms  of  the  hotel  at  a  price  point 
commensurate with a first‐class, full‐service Hyatt hotel, at the rate levels set 
forth  in  the  average  rate  chapter  of  this  report.    Should  a  strategy  of 
considerable rate discounting be employed, our operating projections would 
be impacted. 

Finally, we assume  that  the relationship between  the proposed Hyatt hotel, 
the convention center, and San Antonio CVB will be a positive and effective 
one,  as  the  convention  center would  serve  as  the  hotel’s  primary demand 
generator. 

Conclusion 
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13. Certification 

We, the undersigned, hereby certify:  

1. that the statements of fact presented in this report are true and correct to 
the best of our knowledge and belief; 

2. that the reported analyses, opinions, and conclusions presented in this 
report are limited only by the assumptions and limiting conditions set 
forth, and are our personal, impartial, and unbiased professional analyses, 
opinions, and conclusions; 

3. that the consultants have extensive experience in the evaluation of hotels 
and believe that they are competent to undertake this market study; 

4. that we have no current or contemplated interests in the real estate that is 
the subject of this report; 

5. that we have no personal interest or bias with respect to the subject 
matter of this report or the parties involved; 

6. that this report sets forth all of the limiting conditions (imposed by the 
terms of this assignment) affecting the analyses, opinions, and conclusions 
presented herein; 

7. that the fee paid for the preparation of this report is not contingent upon 
our conclusions, or the occurrence of a subsequent event directly related 
to the intended use of this study; 

8. that this report has been prepared in accordance with, and is subject to, 
the requirements of the Code of Professional Ethics and Standards of 
Professional Appraisal Practice of the Appraisal Institute; 

9. that the use of this report is subject to the requirements of the Appraisal 
Institute relating to review by its duly authorized representatives; 

10. that this report has been prepared in accordance with the Uniform 
Standards of Professional Appraisal Practice (as adopted by the Appraisal 
Foundation);  
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11. that no one other than those listed above and the undersigned prepared 
the analyses, conclusions, and opinions concerning the real estate that are 
set forth in this market study report; 

12. that our engagement in this assignment was not contingent upon 
developing or reporting predetermined results; and 

13. that this report is not based on a requested minimum results or the 
approval of a loan. 

 
 
 

Heather Gravelle 
Senior Associate 
 
 
 

Tom Hazinski 
Managing Director 
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Penetration Explanation 

Let us illustrate the penetration adjustment with an example. 

A market has three existing hotels with the following operating statistics: 

Base Year Occupancy and Penetration Levels 

     Estimated Market Segmentation      

Property 
Number of 

Rooms Fair Share Commercial Meeting Leisure   Occupancy Penetration 
                
Hotel A 100 23.5% 60% 20% 20%  75.0% 100.8% 
Hotel B 125 29.4 70 10 20  65.0 87.4 
Hotel C 200  47.1  30  60  10    80.0  107.5  
                
Total/Average 425 100.0% 47% 38% 15%  74.4% 100.0% 

 

Based upon each hotel’s room count, market segmentation and annual 
occupancy the annual number of room nights accommodated in the market 
from each market segment can be quantified, as set forth below: 

Marketwide Room Night Demand 
     

Market Segment 
Annual Room 
Night Demand 

Percentage of 
Total 

     
Commercial 54,704 47.4% 
Meeting 43,481 37.7 
Leisure 17,246  14.9  
     
Total 115,431 100.0% 

 

The following discussion will be based upon an analysis of the commercial  
market segment.  The same methodology is applied for each market segment 
to derive an estimate of a hotel’s overall occupancy. The chart below sets forth 
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the commercial demand accommodated by each hotel.  Each hotel’s 
commercial penetration factor is computed by: 

1) calculating the hotel’s market share % of commercial demand (commercial 
room nights accommodated by subject hotel divided by total commercial 
room nights accommodated by all hotels) and 

2) dividing the hotel’s commercial market share % by the hotel’s fair share 
%. 

The following chart sets forth each hotel’s fair share, commercial market share 
and commercial penetration factor. 

Commercial Segment Penetration Factors 
           

Property 
Number of 

Rooms Fair Share 
Commercial 

Capture 
Commercial 

Market Share 
Commercial 
Penetration 

           
Hotel A 100 23.5% 12,973 30.0% 127.6% 
Hotel B 125 29.4 14,054 37.9 129.0 
Hotel C 200  47.1  27,677  32.0  68.1  
           
Total/Average 425 100.0% 115,431 100.0% 100.0% 

 

When a new 100-room hotel enters the market the fair share of each hotel 
changes due to the new denominator which has been increased by the 100 
rooms which have been added to the market.   

Commercial Segment Fair Share 
     

Property 
Number of 

Rooms Fair Share 
     
Hotel A 100 19.0% 
Hotel B 125 23.8 
Hotel C 200 38.1 
New Hotel 100  19.0  
     
Total 525 100.0% 
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The new hotel’s penetration factor is projected for its first year of operation.   
It is estimated that the hotel will capture (penetrate) only 85% of its fair share 
as it establishes itself in the market.  The new hotel’s market share and room 
night capture can be calculated based upon the hotel’s estimated penetration 
factor.  The market share of the existing hotels and that of the new hotel are 
added up and they no longer equal 100% because of the new hotel’s entry 
into the market. The market share of each hotel must be adjusted to reflect 
the change in the denominator which is comprised of the sum of each hotel’s  
market share.   

This adjustment can be mathematically calculated by dividing each hotel’s 
market share percentages by the new denominator of 97.1%.  The resulting 
calculations reflect each hotel’s new adjusted market share.  The sum of the 
adjusted market shares equals 100%, indicating that the adjustment has been 
successfully completed.  Once the market shares have been calculated, the 
penetration factors can be recalculated (adjusted market share divided by fair 
share) to derive the adjusted penetration factors based upon the new hotel’s 
entry into the market.  Note that each existing hotel’s penetration factor 
actually increases because the new hotel is capturing (penetrating) less than 
its fair share of demand. 

Commercial Segment Projections (Year 1) 

Property 
Number of 

Rooms Fair Share 
Hist./Proj. 

Penetration Factor 
Hist./Proj. Market 

Share 
Adjusted 

Market  Share 
Adjusted Penetration

Factor 
Projected 
Capture 

               
Hotel A 100 19.0% 127.6% 24.3% 25.0% 131.4% 13,687 
Hotel B 125 23.8 129.0 30.7 31.6 132.8 17,299 
Hotel C 200 38.1 68.1 25.9 26.7 70.1 14,600 
New Hotel 100  19.0  85.0  16.2  16.7  87.5  9,117  
               
Total 525 100.0%   97.1% 100.0%   54,704 

 

In its second year of operation the new hotel is projected to penetrate above 
its fair share of demand.  A penetration rate of 130% has been chosen, as the 
new hotel is expected to perform at a level commensurate with Hotel A and 
Hotel B in this market segment. The same calculations are performed to 
adjust market share and penetration factors.  Note that now the penetration 
factors of the existing hotels decline below their original penetration rates due 
to the new hotel’s above market penetration.  Also note that after the market 
share adjustment the new hotel retains a penetration rate commensurate with 
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Hotel A and Hotel B, though the penetration rates of all three hotels have 
declined by approximately nine percentage points due to the 
reapportionment of demand.     

Once the market shares of each hotel have been adjusted to reflect the entry 
of the new hotel into the market, the commercial room nights captured by 
each hotel may be projected by multiplying the hotel’s market share 
percentage by the total commercial room night demand.  This calculation is 
shown below. 

Commercial Segment Projections (Year 2) 

Property 
Number of 

Rooms Fair Share 
Hist./Proj. 

Penetration Factor 
Hist./Proj. Market 

Share 
Adjusted 

Market  Share 
Adjusted Penetration

Factor 
Projected 
Capture 

               
Hotel A 100 19.0% 131.4% 25.0% 23.1% 121.5% 12,662 
Hotel B 125 23.8 132.8 31.6 29.3 122.9 16,004 
Hotel C 200 38.1 70.1 26.7 24.7 64.8 13,507 
New Hotel 100  19.0  130.0  24.8  22.9  120.3  12,531  
               
Total 525 100.0%   97.1% 100.0%   54,704 
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APPENDIX B – Master Glossary of Terms 

Defined terms in this Glossary will include in the singular number the plural and in the plural number the 
singular. 

Unless otherwise stated, any reference in this Glossary to any Person will include its permitted successors 
and assigns and, in the case of any Governmental Authority, any Person succeeding to its functions and capacities. 

Unless otherwise expressly specified, any agreement, contract or document defined or referred to herein 
will mean such agreement, contract or document in the form (including all amendments, schedules, exhibits, 
appendices, attachments, clarification letters and the like relating thereto) delivered on the Closing Date, and (except 
as provided in the last paragraph of this section “Construction”) as the same may thereafter be amended, 
supplemented, replaced or otherwise modified from time to time in accordance with the terms of the Transaction 
Documents. 

Terms defined in this Glossary and also within any Financing Documents will for purposes of such 
agreement have the meaning assigned to such term in that agreement and terms capitalized, but not otherwise 
defined, in any Financing Document will have the meaning assigned to such term in this Glossary. 

Whenever the context may require, any pronoun will include the corresponding masculine, feminine and 
neuter forms. 

The words “include”, “includes” and “including” will not be limiting, and will be deemed in all instances to 
be followed by the phrase “without limitation”. 

The phrase “and/or” will mean either or both of the items referenced thereby. 

References to “days” will mean calendar days, unless otherwise indicated.   

Unless the context clearly requires otherwise, the word “or” is not exclusive. 

Any defined term herein that is incorporated by reference to any other document, will be deemed to also 
incorporate herein any defined term or rule of construction in such document applicable to or contained within such 
incorporated term. Any amendment or deletion of any such incorporated defined term in its original document will 
not amend or delete such defined term as used herein. 

Any termination of the original document from which a defined term was incorporated herein will not 
affect such defined term’s use herein. 

DEFINITIONS 

“2% Expansion HOT” means the hotel occupancy tax imposed by the City pursuant to Section 351.1065, 
Texas Tax Code, consisting of 2% more than 7% of the cost of a room and which is currently pledged to payment of 
the Prior Lien Convention Center Bonds pursuant to Section 351.1065(a)(2), Texas Tax Code, less any discount for 
early payment and plus all penalties and interest on delinquent payments in amounts determined by the governing 
body of the City. 

 
“10-Year Taxable Treasury Rate” means the rate of interest published in the Wall Street Journal (the 

“WSJ”) on the date in question under the Government Bond & Notes portion of the Treasury Bonds, Notes and Bills 
table in the WSJ and being the asking yield for the instrument under such Government Bonds & Notes heading 
having a maturity date of ten years from such date (or such maturity as close as possible to ten years from such date) 
and, if the WSJ no longer publishes such rate, the most comparable rate of interest as published in as comparable a 
publication as possible to the WSJ as selected by the Landlord Representative and Approved by Tenant, such 
Approval not to be unreasonably withheld. 
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“AAA Diamond Rating Process” means the hospitality rating system provided by the American 
Automobile Association as described in the then current edition of the Lodging Requirements & Diamond Rating 
Guidelines or the same hospitality rating system provided by any successor organization. In the event that the AAA 
Diamond Rating Process is not available, the AAA Diamond Rating Process will mean a nationally available 
hospitality rating system of comparable quality as selected by the Landlord Representative and reasonably 
acceptable to Tenant. 

 
“Account” or “Accounts” means any one or more of the accounts from time to time created in any of the 

Funds established by the Indenture or by any Supplemental Indenture. 

“Acceptable TCO” has the meaning assigned to it within the definition of the term “Date of Substantial 
Completion” hereof. 

“Accounting Standard” means, as defined in the Ground Lease, the accounting standard that the Gross 
Revenues, the Operating Expenses and the Net Operating Revenues are determined on an accrual basis in 
accordance with the Uniform System to the extent not inconsistent with GAAP and otherwise in accordance with 
GAAP, which is further described in the Ground Lease.     

 
“Action or Proceeding” means any legal action, lawsuit, proceeding, arbitration or other alternative 

dispute resolution process, Governmental Authority investigation, hearing, audit, appeal, administrative proceeding 
or judicial proceeding. 

“Additional Bond Insurance Premium” means the additional premium in an amount equal to 0.20% (20 
basis points) of the Debt Service which accrues daily on the Bonds and that is required to be paid to the Bond 
Insurer (such payments to be made quarterly in arrears pursuant to the Indenture) for each day during which the 
underlying rating on the Bonds assigned by any Rating Agency is below Investment Grade. 

“Additional Improvements” has the meaning given to such term in the section “SECURITY AND 
SOURCES OF  PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 

  
“Additional Preferred Equity” is applicable only prior to an Asset Transfer or Change in Control and 

means the cash or other liquid assets (other than from Gross Revenues or Net Operating Revenues) contributed by 
the Preferred Equity Investors (other than the Initial Preferred Equity) for the construction or acquisition of capital 
improvements to the Hotel Project or to pay Operating Expenses. 
 

“Additional Rentals” has the meaning given to such term in the section “SECURITY AND SOURCES 
OF  PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 

 
“Additional Services” means the certain limited services provided by the Design/Builder pursuant to the 

Design/Build Agreement.  

“Additional Work” means (i) construction or installation of any such Additional Improvements and 
changes and alterations in, to or of the Project Improvements and Personalty under the Ground Lease, (ii) 
Maintenance and Repair Work, (iii) Tenant's Remedial Work, (iv) Casualty Repair Work, (v) Condemnation Work, 
and (vi) removal of Personalty under certain sections of the Ground Lease or as otherwise permitted pursuant to the 
Ground Lease.     

 
“Adjacent Convention Center Site” means the real property adjacent to the Site on which the Convention 

Center is located as of the Effective Date and the real property on which the future expansion of the Convention 
Center is proposed to be located, all to be more particularly described on an exhibit to the Ground Lease. 

 
“Adjacent Riverwalk Improvements Site” means the real property described on an exhibit  to the 

Ground Lease. 
 
“Adjacent Theatre Site” means the real property adjacent to the Hotel on which the Theatre is located as 

of the Effective Date and being particularly described on an exhibit of the Ground Lease.  
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“Affidavit of Completion” means the instrument that is filed under Applicable Law that signifies 

completion of the Project for lien law purposes. 

“Affiliate” of any Person means any other Person directly or indirectly controlling, directly or indirectly 
controlled by or under direct or indirect common control with such Person.  As used in this definition, the term 
“control”, “controlling” or “controlled by” will mean the possession, directly or indirectly, of the power either to 
(a) vote 50% or more of the securities or interests having ordinary voting power for the election of directors (or 
other comparable controlling body) of such Person or (b) direct or cause the direction of management or policies of 
such Person, whether through the ownership of voting securities or interests, by contract or otherwise, excluding in 
each case, any lender of such Person or any Affiliate of such lender. 

 
“Air Rights Payments” means any payments actually received by the City from the Developer or its 

Related Parties for the purchase of a portion of the air rights located above the Site. 
 
“Ambac Guaranty Agreement” means the Ambac Guaranty Agreement, dated as of the Closing Date, 

between the Issuer and Ambac Assurance Corporation, as the provider of the Reserve Fund Credit Facility relating 
to the Series 2005 Bonds, pursuant to which the Issuer is obligated to reimburse Ambac for any draws on the Series 
2005 Reserve Fund Credit Facility. 

  
“Annual Plan” means, as set forth in the Hotel Management Agreement, the following drafts that Hyatt 

will prepare and submit to the Owner for the following calendar year no later than November 15 of each calendar 
year during the Term: 

 
(i) a forecasted budget of the Hotel’s operations, including forecasts of revenues and operating expenses, 

by month and for the full year and the assumptions underlying the same (including without limitation, assumed 
staffing levels by job classification and department);  

 
(ii) a proposed marketing plan; and  
 
(iii) a proposed budget of the Capital Expenditures (for this purpose, inclusive of additions to and 

replacements of FFE) with the final versions of the same to be submitted to the Owner by December 1 of each 
calendar year during the Term.  

 
 “Anticipated Date of Substantial Completion” means, as defined in the Design/Build Agreement, the 

date specified in a written notice specifying an anticipated date of Substantial Completion, which notice is delivered 
by the Design/Builder to the Owner, the Construction Monitor, the Technical Services Provider and the Architect at 
least 120 days, and no sooner than 180 days prior to the date that Design/Builder believes the Project will be 
Substantially Complete. 

“Applicable Law” means (i) all laws, statutes, acts, ordinances, rules, regulations, permits, licenses, 
authorizations, directives, orders and requirements of all Governmental Authorities, that now or hereafter may be 
applicable to the Project and the construction, maintenance, use and operation thereof, including those relating to 
employees, zoning, building, health, safety and environmental matters, and accessibility of public facilities, and (ii) 
the requirements of all documents properly filed in the real property records against the Project. 

“Application for Payment” means the following items that the Design/Builder will prepare and submit 
under the Design/Build Agreement: 

(i) a “Form of Requisition” in the form attached to the Indenture, properly executed by 
Design/Builder and addressed to the Owner and the Trustee; 

(ii) an Application and Certification for payment (based on AIA Form G 702) and an accompanying 
Continuation Sheet (based on AIA Form G 703), properly certified by the Design/Builder, the Architect and the 
Construction Monitor; and 
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(iii) lien waivers of all Subcontractors and Consultants whose Work is the subject of the current 
Application for Payment and/or was the subject of the immediately prior Application for Payment, in the forms 
attached to the Indenture. 

“Appropriation” means with respect to any payment obligation or other monetary obligation of the City 
that may from time to time exist or arise under the Ground Lease or the Project Agreement during a Fiscal Year, the 
adoption by the City Council of a budget for such Fiscal Year that includes the amount of such payment or other 
monetary obligation and certification by the City Manager of the City that the funds are or will be available for the 
same, all pursuant to applicable Governmental Rule, including Chapter 102 of the Texas Local Government Code. 

 
“Approval,” “Approve” or “Approved” means (a) with respect to any item or matter for  which the 

approval of the City or the City Representative is required under the terms of the Project Agreement, the Landlord, 
or the Landlord Representative under the Ground Lease, the specific approval of such item or matter by the City or 
the City Representative, as applicable, pursuant to a written instrument executed by the City, the City 
Representative, the Landlord or the Landlord Representative, as applicable, delivered to the Developer or the 
Tenant, as applicable, and will not include any implied or imputed approval and no approval by the City or the City 
Representative pursuant to the Project Agreement, the Landlord, or the Landlord Representative under the Ground 
Lease will be deemed to constitute or include any approval required under any City Code or in connection with any 
Governmental Functions of the City, unless such written approval will so specifically state;  (b) with respect to any 
item or matter for which the approval of Developer is required under the terms of the Project Agreement or the 
Tenant under the terms of the Ground Lease, the specific approval of such item or matter by Developer or Tenant, as 
applicable, pursuant to a written instrument executed by the Developer Representative or the Tenant Representative, 
as applicable, and delivered to the City or the Landlord, as applicable, and will not include any implied or imputed 
approval; (c) with respect to any item or matter for which the approval of a Leasehold Mortgagee is required under 
the terms of the Project Agreement or the Ground Lease, the specific approval of such item or matter by such 
Leasehold Mortgagee pursuant to a written instrument executed by such Leasehold Mortgagee and delivered to the 
City, the Landlord, the Tenant, or the Developer, as applicable, and will not include any implied or imputed 
approval and (d) with respect to any item or matter for which the approval of any other Person is required under the 
terms of the Project Agreement or the Ground Lease, the specific approval of such item or matter by such Person 
pursuant to a written instrument executed by a duly authorized representative of such Person and delivered to the 
City, the Landlord Tenant, or the Developer, as applicable, and will not include any implied or imputed approval. 

 
“Approved Plan” or “Approved Plans” means, as defined in the Design/Build Agreement, any Plan 

which has undergone the “Plan Approval Process” to the extent such Plan, excluding any objections or disapprovals 
thereof, has been approved by the Owner.   

 
“Arbitration Procedure” means the arbitration procedures set forth in an appendix to the Ground Lease. 

“Architect” means M. Arthur Gensler, Jr. & Architects, Inc., a California corporation, or any successor 
approved pursuant to the Design/Build Agreement, who will at all times be one of the Design/Builder’s Consultants 
under the Design/Builder’s supervision, and who must be fully licensed under Applicable Law. 

“Architect Agreement” means the Agreement for Architectural Services between Design/Builder and 
Architect dated as of the Closing Date relating to the Project. 

“Asset Transfer” has the meaning given to such term in the section “SECURITY AND SOURCES OF  
PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 

 
“Assignment” or “Assignment Agreement” means that certain “Assignment of Note and Lien and 

Consent Agreement,” dated as of the Closing Date, executed by the Issuer, the City, the Borrower, and the Trustee, 
pursuant to which the Issuer has assigned to the Trustee as security for the Bonds its rights under certain of the 
documents relating to the Bonds. 

 
“Attorney General” means the Attorney General of State of Texas. 

“Authorized Denominations” means $5,000 in principal and any integral multiple thereof. 
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“Authorized Developer Representative” means officers, employees or agents of the Developer 
authorized in writing by the General Partner of the Developer to act as an Authorized Developer Representative 
under any Transaction Document relating to the Bonds or the Hotel Project, all of which Persons will be acting 
solely in their representative capacity on behalf of the Developer and not individually. 

“Authorized Issuer Representative” means the President, Vice President, Executive Director or Treasurer 
of the Issuer and any other officers, employees or agents of the Issuer authorized by resolution of the Board of the 
Issuer to act as an Authorized Issuer Representative under the Indenture or any Supplemental Indenture or otherwise 
with respect to the Bonds or the Hotel Project, all of which Persons will be acting solely in their representative 
capacity on behalf of the Issuer and not individually. 

 
“Authorized Official” means a public official who is authorized under Section 402.042 and Section 

402.043 of the Texas Government Code to request opinions from the Attorney General. 

“Available 2% Expansion HOT Revenues” means revenues derived by the City from the 2% Expansion 
HOT collected at all hotels in the City, subject to and as further described in the Economic Development 
Agreement. 

“Available Reimbursement Funds” means the lessor of (a) the sum of the Permit Fees, the Air Rights 
Payments and the Eligible Costs and (b) $7,500,000.00. 

“Bankruptcy Code” means the Bankruptcy Reform Act of 1978, as amended (11 U.S.C. Section 101, et 
seq.). 

“Base Term” means, as defined in the Ground Lease, the term of the Ground Lease, which will commence 
at 12:00 a.m. on the Lease Commencement Date and will end at 11:59 p.m. on the Lease Expiration Date.   

 
“Basic Rental” and “Basic Rentals” has the meaning given to such term in the section “SECURITY AND 

SOURCES OF  PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 

“Basic Rental Fund” means the Fund of such name created pursuant to the Indenture. 

“Board” or “Board of Directors” means the governing body of the Issuer. 

“Bond Counsel” or “Co-Bond Counsel” means McCall, Parkhurst & Horton L.L.P., Escamilla & Poneck, 
Inc., or another firm or firms of attorneys selected by the Issuer and acceptable to the Trustee whose experience in 
matters relating to the issuance of obligations by states and their political subdivisions is nationally recognized. 

“Bond Documents” has the meaning assigned to the term Financing Documents in the Project Agreement. 
 
“Bond Insurance Period” means the period of time, and only the period of time, during which: 

(i) the Bond Insurer has any obligation or commitment under any insurance policy covering any 
outstanding Bonds or any reimbursement obligation by the Issuer to the Bond Insurer related to the Bonds remains 
unsatisfied; and 

(ii) the Bond Insurer is not in default under any insurance policy covering any outstanding Bonds. 

“Bond Insurer” means, with respect to the Series 2005 Bonds, Ambac Assurance Corporation, a 
Wisconsin-domiciled stock insurance company, together with its successors and assigns. 

“Bondholder” or “Registered Owner” means the person in whose name any of the Bonds are registered 
on the books kept and maintained by the Trustee as bond registrar. 
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“Bonds” means, collectively, the Series 2005A Bonds, the Taxable Series 2005B Bonds, and any 
Refunding Bonds. 

“Borrower” means Hotel Investments, L.P., a Delaware limited partnership, and any successor under the 
Ground Lease that is approved by the City in accordance with the Ground Lease. 

“Budgetary Limit” means, as defined in the Pre-Opening Agreement, $7,000,000. 

“Building Systems” means any structural, mechanical, electrical, plumbing, heating, ventilating, air 
conditioning and life safety equipment and systems; major architectural features or systems such as water features, 
curtain walls and roofs; major laundry appliances; major kitchen appliances; elevators and escalators; pumps, filters 
and other pool equipment; water features and other similar systems and items of equipment installed in or upon, and 
affixed to, the Building, whether or not the same may be movable and whether or not removal thereof would cause 
damage to the Building or the Site, excluding, however, any items of FFE. 

 
“Business Day” means a day of the year that is not a Saturday, Sunday, legal holiday or a day on which 

commercial banks are not required or authorized to close in the City of San Antonio, Texas, the City of New York, 
New York, or the city in which the operations office of the Trustee (with respect to payment of the Bonds) is 
located. 

“Business Hours” means 9:00 a.m. through 5:00 p.m. San Antonio time on Business Days. 
 
“Capital Budget” means the approved annual plan and budget setting forth all approved capital 

improvements and Capital Expenses for the Hotel Project for the relevant Lease Year, prepared in accordance with 
the terms of the Hotel Management Agreement. 

“Capital Expenditures” means any costs or expenses actually incurred after the Opening Date (excluding 
costs of initial construction, furnishing, equipping and opening of the Hotel) with respect to the Hotel that are 
properly categorized as capital in nature under generally accepted accounting principles. 

 
“Capital Expense” means any item of expense that, according to Generally Accepted Accounting 

Principles, is not properly deducted as a current expense on the books of the Hotel Project, but rather should be 
capitalized. 

“Capital Fund” means, as defined in the Hotel Management Agreement, an interest-bearing account of a 
type and with an institution approved by the Owner, which Hyatt will establish and maintain.  

 
“Capital Leases” as applied to any Person, means any lease of any Property by such Person as tenant 

which would, in accordance with GAAP, be required to be classified and accounted for as a capital lease on the 
balance sheet of such Person. 

 
“Capitalized Interest Account” means, collectively, the Series 2005A Capitalized Interest Account, 

Taxable Series 2005B Capitalized Interest Account, and any other Fund or Account created under the Indenture and 
designated as a Capitalized Interest Account. 

“Cash Management Agreement” means the Cash Management and Lockbox Agreement, dated as of May 
15, 2005, by and among the Depository Bank, the Trustee, the Issuer, the Developer, and the Operator, as such 
agreement may be amended from time to time. 

“Casualty” means any damage, destruction or other property casualty resulting from any fire or any Force 
Majeure or other sudden, unexpected or unusual cause. 
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“Casualty Repair Work” means any repair, restoration, replacement or rebuilding, including temporary 
repairs for the protection of other Property pending the completion of any such work, remediation of hazards and 
restoration of the Premises and the Project Improvements to a presentable condition or any demolition and debris 
removal required, which is further described in the Ground Lease. 

 
 “Casualty Shortfall Funding” means, as defined in the Ground Lease, an amount sufficient to cover any 
difference between the reasonably anticipated cost of the Casualty Repair Work and the amount of the Insurance 
Proceeds, which the Tenant will deposit with the Insurance Trustee, in the event of a Casualty for which the 
Insurance Proceeds are to be distributed to the Insurance Trustee pursuant to the Ground Lease, within five Business 
Days after the first distribution of any Insurance Proceeds to the Insurance Trustee in accordance with the terms set 
forth in the Ground Lease and following the earlier to occur of (i) final settlement of Tenant’s insurance claim 
related to such Casualty or (ii) the entry of a final non-appealable judgment disposing of Tenant’s insurance claim 
related to such Casualty. 

 
“CERCLA” means the Comprehensive Environmental Response, Compensation and Liability Act of 

1980, 42 U.S.C. § 9601 et seq, as amended. 

“Certificate of Occupancy” means a certificate or certificates, as applicable, issued by the City that 
permits full, complete, permanent, unconditional, legal and beneficial occupancy, operation and use for the entirety 
of the Project for each and all of its intended purposes. 

“Certificate of Substantial Completion” means a certificate or certificates issued to the Owner and the 
Trustee and executed by the Architect and the Design/Builder which provides that based on its on-site inspections, 
review of the Filed Plans, performance of the Architect’s contractual obligations relating thereto, and other normal 
and customary due diligence investigations, the Project has been completed, furnished and equipped in substantial 
accordance with the Filed Plans, the Contract Documents, all Applicable Law including, without limitation, the 
Disabilities Acts, save and except for the Punch List Work and that Substantial Completion has occurred under the 
Project Agreement.  The Architect’s certification as to Applicable Law may be made to its knowledge. 

“Certified Financial Statements” means, as described in the Hotel Management Agreement, the audited 
financial statements of the Hotel for the preceding Fiscal Year, which Hyatt will deliver to Owner throughout the 
Term (and also after expiration or earlier termination of the Term as to any period ending prior to the expiration or 
earlier termination thereof). 

 
“Cessation of Work” means, as described in the Project Agreement, any suspension of the construction of 

the Hotel Project Improvements by the Developer for (A) longer than 60 consecutive days or (B) 120 calendar days 
in any three hundred 365 day period for any reason other than (i) Excusable Developer Delay, (ii) Quiet Days 
pursuant to the protocol established in accordance with the Project Agreement, or (iii) a Project Completion 
Deadline Extension Period in compliance with all of the requirements of the Project Agreement. 

 
“Change in Control” has the meaning given to such term in the section “SECURITY AND SOURCES 

OF  PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 
 
“Change in Use Proposal” means, as defined in the Ground Lease, the detailed written proposal that the 

Tenant may submit to Landlord and, if during the Bond Insurance Period only, the Bond Insurer for its or their (as 
applicable) Approval, in the event a convention facility closure has occurred and is continuing at any time during the 
Lease Term.   

 
“Change Order” means, as defined in the Design/Build Agreement, a written instrument prepared by the 

Design/Builder, submitted to the Construction Monitor for review and approved and signed by the Owner (or 
Owner’s Authorized Representative) and the Design/Builder, and either approved or reviewed without objection by 
the Technical Services Provider, stating their agreement upon all of the following: 

(i) a change in the Work other than a Minor Change; 
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(ii) the amount of the adjustment, if any, in the Guaranteed Fixed Price; and 

(iii) the extent of the adjustment, if any, in the Latest Permitted Date for Substantial Completion and/or 
the Latest Permitted Date for Final Completion. 

“Chapter 1504” means Chapter 1504, Texas Government Code, as amended. 

“Charter” means the Charter of the City adopted October 2, 1951 and amended on November 5, 1974 and 
January 15, 1977 and amended by election on May 4, 1991, as the same may have been further amended and as it 
may be amended from time to time. 

 
“Check Clearing Amount” means an amount reasonably determined by the Developer or the Operator 

equal to the amount of outstanding checks and other drafts which have been drawn on the Lockbox Fund but which 
have not cleared or otherwise been withdrawn from the Lockbox Fund at the time such determination is made. 

“City” means the City of San Antonio, Texas, a political subdivision and home-rule municipality of the 
State of Texas, principally situated in Bexar County, Texas. 

“City Codes” means all ordinances and codes from time to time adopted by the City, including any 
building codes, fire or life safety codes, development codes and zoning ordinances, as same may be amended from 
time to time. 

 
“City Council” means the governing body of the City. 

“City Default” means the failure of the City to substantially perform or substantially observe any of the 
obligations, covenants or agreements to be performed or observed by the City under the Project Agreement within 
60 calendar days after Notice from Developer of such failure subject to such additional cure periods provided in the 
Project Agreement. 

 
“City Delay” means any delay by the City in achieving any deadlines for performance of its obligations 

under the Project Agreement. 
 
“City Governmental Authorization Delay” means any delay in Developer or the Hotel Project 

Improvements Contractor's receiving a Governmental Authorization for the construction of the Hotel Project 
Improvements Work, which Governmental Authorization is issued by the City (other than any period of delay 
customarily associated with the issuance of such Governmental Authorization); provided, however, that (i) 
Developer and the Hotel Project Improvements Contractor have complied with all requirements of the City in 
connection with the issuance of such Governmental Authorization, including the timely filing of any application, 
submittal of any materials or information, etc, (ii) Developer is in compliance with the terms and conditions of the 
Project Agreement and the Ground Lease and (iii) but for the delay by the City in issuing such Governmental 
Authorization, Developer or the Hotel Project Improvements Contractor, as applicable, would otherwise be entitled 
to receive such Governmental Authorization. 

 
“City Manager” means the person from time to time serving as the City Manager of the City. 
  
“City Representative” means, for so long as the City of San Antonio, Texas is the “City” under the 

Project Agreement, the persons designated by the City that from time to time serve as the Director of Convention 
Facilities of the City as the City Representative for the term of the Project Agreement.  

  
“City Room Block Request” means, at any time during the Term, the City’s requests to the Developer to 

participate in the City's structuring of Housing Packages by, among other things, issuing Developer's Room 
Blocking Commitments for rooms in the Hotel to Convention Clients. 

 
“City Tax Contribution Lease Year” has the meaning given in the section “SECURITY AND 

SOURCES OF  PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 
 



 

B - 9 
 

“City Tax Contribution Repayment Fund” means the Fund of such name created pursuant to the 
Indenture. 

“City Tax Contributions” means any City Tax Revenues transferred to the Trustee pursuant to the 
Economic Development Agreement, and actually used by the Trustee to pay Debt Service on any Series 2005 Bonds 
on the Business Day preceding a Debt Service Payment Date, and as further described in the Indenture. 

“City Tax Rate” means, when applied during any period of time, the rate of return received by the City on 
its unrestricted general fund revenues for the 4th quarter of the City's preceding fiscal year, as such rate of return 
will be reported by the City (with a copy to the Bond Insurer, the Trustee and the Developer). 

 
“City Tax Revenues” means, collectively, the Convention Center Hotel State HOT Revenues, the 

Convention Center Hotel State Sales Tax Revenues, the Convention Center Hotel 7% Local HOT Revenues, and the 
Available 2% Expansion HOT Revenues, as such Revenue components are described and calculated in accordance 
with the Economic Development Agreement. 

“City Tax Revenues Account” means the Account of such name in the Debt Service Fund created 
pursuant to the Indenture. 

“City Transfer” means any sale, conveyance, assignment or other transfer by the City of the Room 
Blocking Agreement or any part thereof or interest therein by the City. 

 
“City's State Tax Contribution” means, collectively, the “Convention Center Hotel State HOT 

Revenues” and the “Convention Center Hotel State Sales Tax Revenues” as each are defined in the Indenture. 
 
“Claims” means and include any and all actions, causes of action, suits, disputes, controversies, claims, 

debts, sums of money, offset rights, defenses to payment, agreements, promises, notes, losses, damages and 
demands of whatsoever nature, known or unknown, whether in contract or in tort, at law or in equity, for money 
damages or dues, recovery of property, or specific performance, or any other redress or recompense which have 
accrued or may ever accrue, may have been had, may be now possessed, or may or will be possessed in the future by 
or in behalf of any Person against any other Person for, upon, by reason of, on account of, or arising from or out of, 
or by virtue of, any transaction, event or occurrence, duty or obligation, indemnification, agreement, promise, 
warranty, covenant or representation, breach of fiduciary duty, breach of any duty of fair dealing, breach of 
confidence, breach of funding commitment, undue influence, duress, economic coercion, conflict of interest, 
negligence, bad faith, malpractice, violations of any Governmental Rule, intentional or negligent infliction of mental 
distress, tortuous interference with contractual relations, tortuous interference with corporate governance or 
prospective business advantage, breach of contract, deceptive trade practices, libel, slander, usury, conspiracy, 
wrongful acceleration of any indebtedness, wrongful foreclosure or attempt to foreclose on any collateral relating to 
any indebtedness, action or inaction, relationship or activity, service rendered, matter, cause or thing, whatsoever, 
express or implied. 

 
“Closing Date” means June 8, 2005 or such later as the Series 2005 Bonds are initially issued and 

delivered. 

“Code” means the Internal Revenue Code of 1986, as amended. 

“Commencement of Construction” occurs when Owner has delivered to the General Contractor a written 
notice to proceed with construction.  

 
“Commencement of Hotel Project Operations” means opening for business to the public and the actual 

commencement of operation of all elements of the Project Improvements in accordance with the Hotel Operating 
Standard and the terms of the Ground Lease and all other Project Documents (other than the Guaranty), except such 
minor elements which do not prevent Tenant from operating the Premises and the Project Improvements as a whole 
in accordance with the Hotel Operating Standard. 
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“Comparable Hotel Properties” means, with respect to the Project Documents, a hotel that (i) is a 

premier, full-service, “convention-oriented hotel” (not including so-called “budget” or “limited service” hotels or 
motels and except that during the period of a Convention Facility Closure, and only during such period, such 
reference will be to a “full-service hotel”), (ii) has at least 800 keys, (iii) contains features, finishes and amenities 
that are available in hotels of similar age that are at all times during the term of the Ground Lease maintained in a 
condition no less than that required by the Hotel Operating Standard and are considered to be premier, full-service, 
“convention-oriented hotels” or full-service hotels, as applicable and (iv) is located within the continental United 
States (other than Las Vegas or Orlando) or Canada.  For purposes of the Ground Lease, the term Comparable Hotel 
Properties will include, as of the Effective Date (but which may not be included in the future if such properties no 
longer meet the definition of “Comparable Hotel Properties”), the Manchester Grand Hyatt Hotel, One Market 
Place, San Diego, California, the Hilton Americas-Houston, 1600 Lamar, Houston, Texas; the Hilton Austin, 500 
East 4th Street, Austin, Texas; the San Antonio Marriott Rivercenter, 101 Bowie Street, San Antonio, Texas; and the 
Hyatt Regency Denver at Colorado Convention Center, 555 17th Street, Denver, Colorado.  The definition of 
Comparable Hotel Properties may be amended or modified in connection with a Hotel Operating Proposal or a 
Change in Use Proposal in accordance with the terms and conditions of the Ground Lease, respectively, including 
the Approval of the Landlord. 

 
“Comparable Hotels” means, as used in the Hotel Management Agreement, hotels to be designated by 

and to be agreed upon between Hyatt and Owner, which hotels are in all material respects comparable to and 
competitive with the Hotel.  The list of Comparable Hotels may be revised from time to time by agreement of the 
parties.   

“Comptroller” or “Comptroller of Public Accounts” means the Comptroller of Public Accounts of the 
State of Texas. 

“Condemnation Action” means, as defined in the Ground Lease, a taking by any Governmental Authority 
(or other Person with power of eminent domain) by exercise of any right of eminent domain or by appropriation and 
an acquisition by any Governmental Authority (or other Person with power of eminent domain) through a private 
purchase in lieu thereof, but will not include the dedication of any portion of the Project Improvements necessary to 
obtain building permits or to comply with any other applicable Governmental Rule respecting the construction of the 
Project Improvements. 

 
“Condemnation Award” has the meaning given to such term in the section “SECURITY AND 

SOURCES OF  PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 
 
“Condemnation Shortfall Funding” means, as defined in the Ground Lease, an amount sufficient to 

cover any difference between the reasonably anticipated cost of the Condemnation Repair Work and the amount of 
any Condemnation Award, which Condemnation Award will be distributed to the Condemnation Trustee pursuant to 
the Ground Lease, which amount will be deposited by Tenant with the Condemnation Trustee, within five Business 
Days after the delivery to the Condemnation Trustee of the portion of the Condemnation Award required to be paid 
in order for the Governmental Authority undertaking such Condemnation Action to obtain possession of the 
Premises in question. 

 
“Condemnation Trustee” means any Leasehold Mortgagee designated to serve as Condemnation Trustee 

under the Ground Lease by Notice from Tenant to Landlord or, if no Leasehold Mortgagee then exists or if the 
Leasehold Mortgagee so designated does not satisfy the following requirements for being a Condemnation Trustee, 
then an Institutional Lender having offices in the State of Texas, designated by Tenant and Approved by Landlord, 
but only if, and for so long as, any such Leasehold Mortgagee or Institutional Lender satisfies all of the following 
requirements: 

 
(i) such Person is not an Affiliate of Tenant, the Operator or any of their Principals; and  
 
(ii) such Person delivers Notice to Landlord that such Person has agreed to act as the Condemnation 

Trustee under the terms of the Ground Lease and agrees for the benefit of Landlord, the Tenant, and if applicable, 
any Leasehold Mortgagee, that during all times such Person acts as the Condemnation Trustee it will (x) receive and 
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disburse Condemnation Awards pursuant to the terms of the Ground Lease and (x) will notify Landlord and Tenant 
of its removal or resignation as Condemnation Trustee at least 30 calendar days prior to the effective date of any 
such removal or resignation. 

 
During such periods as (i) there is no Leasehold Mortgagee, (ii) there is no Institutional Lender qualified to 

serve and then serving as Condemnation Trustee, or (iii) the Leasehold Mortgagee so designated does not satisfy the 
above requirements for being a Condemnation Trustee and Tenant will fail to designate a Condemnation Trustee in 
accordance with the above, then, in any such event, the Landlord will act as Condemnation Trustee. 

 
“Condemnation Work” means all work necessary as a result of a Condemnation Action to repair, restore 

and alter the remaining part of the Premises and the Project Improvements to substantially their former condition to 
the extent the same may be feasible and so as to constitute a complete hotel complex usable for its intended purposes 
to the extent practicable and permitted by applicable Governmental Rules. 

 
“Conditions to Commencement of the Operating Term” means all of the following prerequisites will be 

fully satisfied on or before the Project Completion Deadline: (a) Substantial Completion of the Hotel Project 
Improvements has occurred; and (b) Tenant has delivered to Landlord a Substantial Completion Certificate that 
satisfies the requirements set forth in the Project Agreement. 

 
“Condo Developer” has the meaning given to such term in the section “CONSTRUCTION OF THE 

HOTEL PROJECT - Project Agreement” herein. 
 
“Consent” or “Consented” means (a) with respect to any item or matter for which the consent of City or 

the City Representative is required under the terms of the Project Agreement, the specific consent to such item or 
matter by the City or the City Representative, as applicable, pursuant to a written instrument executed by the City or 
the City Representative, as applicable, delivered to Developer, and will not include any implied or imputed consent 
and no consent by the City or the City Representative pursuant to the Project Agreement will be deemed to 
constitute or include any consent required under any City Code or in connection with any Governmental Functions 
of the City, unless such written consent will so specifically state; (b) with respect to any item or matter for which the 
consent of Developer is required under the terms of the Project Agreement, the specific consent to such item or 
matter by the Developer Representative pursuant to a written instrument executed by the Developer Representative 
and delivered to the City, and will not include any implied or imputed consent; (c) with respect to any item or matter 
for which the consent of a Leasehold Mortgagee is required under the terms of the Project Agreement, the specific 
consent to such item or matter by such Leasehold Mortgagee pursuant to a written instrument executed by such 
Leasehold Mortgagee and delivered to the City or the Developer, as applicable, and will not include any implied or 
imputed consent; and (d) with respect to any item or matter for which the consent of any other Person is required 
under the terms of the Project Agreement, the specific consent of such item or matter by such Person pursuant to a 
written instrument executed by a duly authorized representative of such Person and delivered to the City or the 
Developer, as applicable, and will not include any implied or imputed consent. 

 
“Consent, Subordination and Attornment Agreements” means each of those certain “Consent, 

Subordination and Attornment Agreements” executed by the Design/Builder, and the Operator, respectively, for the 
benefit of the Issuer, such agreements to effective as of the Closing Date.  

“Consenting Parties” means, as used in the Assignment Agreement, the Developer, the Design/Builder, 
and the Operator. 

“Construction Benchmarks” means, as each of the conditions described in the Design/Build Agreement, 
each of the following conditions that the Design/Builder will cause to occur on or before the dates set forth below, 
subject to extension as a result of a Permitted Extension or Permitted Delay in accordance with the terms of the 
Design/Build Agreement: 

(i) Completion of the demolition of the Existing City Parking Garage will occur on or before 
November 3, 2005. 

(ii) Completion of foundation excavation will occur on or before March 29, 2006. 
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(iii) Commencement of construction of the frame of the Building will occur on or before March 30, 
2006. 

(iv) Commencement of framing of the guestroom partitions will occur on or before November 1, 2006. 

(v) Completion of the concrete frame of the Building will occur on before May 7, 2007. 

(vi) Commencement of the public level finishes will occur on or before May 27, 2007. 

(vii) Completion of the Building exterior envelope (tie-in) will occur on or before September 13, 2007.. 

“Construction Commencement Date” means the date as of which Commencement of Construction will 
occur. 

“Construction Contract” means, collectively, (i) the contract or contracts between the Hotel Project 
Improvements Construction Contractor and its construction contractors for the Hotel Project Improvements Work, 
and (ii) the Hotel Project Improvements Construction Contract. 

 
“Construction Documents” means any and all contracts, documents or other instruments entered into by 

or on behalf of Developer, Faulkner or any other respective Affiliates for the development, design, construction, or 
furnishing of the Hotel Project Improvements, including the Construction Contracts, the Hotel Project Improvements 
Construction Contract, and the Hotel Project Improvements Design Contract.  

 
“Construction Fund” means the Fund of such name created pursuant to the Indenture. 

“Construction Monitor” means the individual or entity engaged by the City and/or Bond Insurer to 
(i) review, revise and recommend to the Trustee and the City with respect to Plans, Change Orders and Application 
for Payments, (ii) inspect the Work, (iii) perform certain responsibilities pursuant to the Design/Build Agreement 
and (iv) monitor any other matters relevant to the performance of the Work. 

“Construction Monitoring Agreement” means a Construction Monitoring Agreement, which will be 
entered by and among the Construction Monitor, the City, and/or the Bond Insurer, pursuant to which the 
Construction Monitor is required to review plans and specifications for the Hotel Project, monitor budgets, 
schedules, preconstruction and construction services and agreements, licensing, permitting, and other matters 
concerning the construction of the Hotel Project and provide monthly reports detailing the progress of the Hotel 
Project to certain parties. 

 
“Construction Notice” is the notice, referred to in the Pre-Opening Agreement, to be delivered by Owner 

to Hyatt setting forth the estimated Construction Commencement Date. 
 
“Construction Period Obligations” means (i) all Obligations of the Developer under the Project 

Agreement that arise or have their inception prior to the Project Completion Date, that relate to events or 
circumstances that occur prior to the Project Completion Date or that by the terms of the Project Agreement 
expressly survive the Project Completion Date, and (ii) all Obligations of the Developer under the Ground Lease 
that relate to events or circumstances that occur prior to the Project Completion Date, including any acts or 
omissions of the Developer; provided, however, in each of the preceding clauses (i) and (ii), from and after the 
Project Completion Date, the Construction Period Obligations will be limited to those that expressly survive the 
Project Completion Date or the expiration of the Project Agreement pursuant to the terms of the Project Agreement. 

 
“Construction Term” has the meaning given to such term in the section “SECURITY AND SOURCES 

OF  PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 
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“Consultant” means, for purposes of the Indenture, any Person at the time employed by or on behalf of the 

Trustee for the benefit of the Registered Owners to carry out the duties imposed by or pursuant to the Indenture or a 
Supplemental Indenture, which Person will be experienced, have a national and favorable reputation in the matters 
for which such Person is so employed, and be independent of the Issuer, the City, the Trustee, the Developer, the 
Operator, and the Design/Builder. 

“Consumer Price Index” means, as defined in the Indenture, the Consumer Price Index for all Urban 
Consumers published by the Bureau of Labor Statistics of the United States Department of Labor, San Antonio, 
Texas Average, All Items (1982 - 1984 = 100); provided that (i) in the event that the Consumer Price Index is not 
available for San Antonio, Texas but rather is only available for a larger geographical area, the next smallest 
geographical area which includes San Antonio, Texas will be substituted as the Consumer Price Index and (ii) in the 
event the Consumer Price Index is discontinued, Landlord will select comparable statistics on the purchasing power 
of the consumer's dollar in San Antonio, Texas as published at the time of said discontinuation by a responsible 
periodical of recognized authority, with such comparable statistic to be subject to the Approval of Tenant, such 
Approval not to be unreasonably withheld, as provided in the Ground Lease. 

 
“Contaminated Materials” means (a) any petroleum or petroleum products, metals, gases, chemical 

compounds, radioactive materials, asbestos, urea formaldehyde foam insulation, transformers or other equipment 
that contain dielectric fluid containing polychlorinated biphenyls, lead paint, putrescible and infectious materials, 
and radon gas; (b) any chemicals or substances defined as or included in the definition of “hazardous substances”, 
“hazardous wastes”, “hazardous materials”, “extremely hazardous wastes”, “restricted hazardous wastes”, “toxic 
substances”, “toxic pollutants”, “contaminants” or “pollutants”, or words of similar import, under any applicable 
Environmental Law; and (c) any other chemical, material or substance, exposure to which is prohibited, limited or 
regulated by any applicable Environmental Law or Governmental Authority or which is regulated because of its 
adverse effect or potential adverse effect on health and the environment, including soil and construction debris that 
may contain any of the materials described in this definition. 

 
“Continuing Disclosure Agreement” means the agreement among the Developer, the Issuer, and the City 

dated as of May 15, 2005, in connection with the issuance of the Series 2005 Bonds and to assist the Underwriters in 
complying with Rule 15c2-12 (the “Rule”) promulgated by the Securities and Exchange Commission (the “SEC”) 
under the Securities Exchange Act of 1934, as amended. 

“Contract Documents” means, and the Contract Documents will consist of: the Design/Build Agreement, 
the Project Agreement, the Master Glossary of Terms attached to the Design/Build Agreement, the Required Scope 
of the Project attached to the Design/Build Agreement, the Design Schedule attached to the Design/Build 
Agreement, the Approved Preliminary Plans attached to the Design/Build Agreement, the Clarifications, Exclusions 
and Modifications to Hyatt Hotels and Resorts Standard Design Criteria, dated November 1, 1999, attached to the 
Design/Build Agreement, the Schedule of Values for the Hotel attached to the Design/Build Agreement, the Permit 
Schedule attached to the Design/Build Agreement, the Construction Contract Schedule attached to the Design/Build 
Agreement, the Draw Schedule attached to the Design/Build Agreement, the Safeco Payment Bond attached to the 
Design/Build Agreement, the Safeco Performance Bond attached to the Design/Build Agreement, the Description of 
Hyatt Proprietary Systems attached to the Design/Build Agreement, the Project Schedule, the Approved Plans, the 
Filed Plans, the Technical Services Agreement, Change Orders, Minor Changes and any amendments to the 
Design/Build Agreement made in writing and executed by the Owner and the Design/Builder and approved by the 
Controlling Person of Tenant.  

“Contract Schedule” means the Schedule attached as an exhibit to the Design/Build Agreement. 

“Contractor’s Equipment” means all equipment used by any contractor in connection with the Hotel 
Project Improvements Work, whether owned, hired or leased. 

 
“Controlling Person of Developer” has the meaning assigned to “Controlling Person of Tenant” in the 

Ground Lease. 

 



 

B - 14 
 

“Controlling Person of Tenant” means any Person that directly or indirectly controls Tenant.  As used in 
this definition of Controlling Person of Tenant, the term “control” will mean the possession, directly or indirectly, of 
the power to either (i) vote 50% or more of the securities or interests having ordinary voting power for the election 
of directors (or other comparable controlling body) of Tenant or (ii) direct or cause the direction of management, 
policies or Major Decisions of Tenant, whether through the ownership of voting securities or interests, by contract or 
otherwise (other than by the exercise of an approval right that prevents an action that constitutes a Major Decision).  
For the purposes hereof, the general partner of any partnership (either general or limited) and the manager, 
managing member or managing director of any limited liability company will always be deemed to be a Controlling 
Person of such partnership or limited liability company.  Without waiving or releasing the Tenant from any of the 
terms or provisions of the Ground Lease, the Landlord acknowledges that the Tenant has represented to the 
Landlord that, as of the Effective Date, Marathon is the Controlling Person of the Tenant. 

“Convention Center” means the Henry B. Gonzalez Convention Center located upon the Adjacent 
Convention Center Site as of the Effective Date and any and all alterations, expansions, reconfigurations or 
replacements of the same and any and all other structures or Improvements from time to time constructed or existing 
upon the Adjacent Convention Center Site regardless of the use or purpose thereof.  

“Convention Center Hotel 7% Local HOT Revenues” means all revenues derived from the 7% Local 
HOT collected at the Hotel Project as long as any Series 2005 Bonds (or Refunding Bonds) are outstanding (subject 
to such revenues not being required to pay debt service or other requirements related to the Prior Lien Convention 
Center Bonds or the Subordinate Lien Convention Center Bonds), as such revenues are further described in the 
Economic Development Agreement. 

“Convention Center Hotel State HOT Revenues” means all revenues received by the City and derived 
from the 6% State HOT collected at the Hotel Project during the first ten years after the Hotel Project is open for 
initial occupancy, pursuant to Section 351.102(c), Texas Tax Code. 

“Convention Center Hotel State Sales Tax Revenues” means all revenues received by the City and 
derived from the 6.25% State Sales Tax collected at the Hotel Project, including from all businesses located in the 
Hotel Project, during the first ten years after the Hotel Project is open for initial occupancy, pursuant to Section 
351.102(c), Texas Tax Code. 

“Convention Client” means a potential customer for the use of space in the Convention Center or, in the 
circumstance specified in the Room Blocking Agreement, any other publicly owned facility; provided, however, the 
use of space in the Alamodome or any other publicly owned facility by such customer in conjunction with its use of 
the Convention Center will not disqualify such customer as a Convention Client for purposes of the Room Blocking 
Agreement. 

 
“Convention Facility Closure” means any period of time that a convention facility containing a total of at 

least 1,000,000 gross square feet of space is no longer operated within the central business district of San Antonio, 
Texas (but excluding any cessation of operations during the period of any Force Majeure, repair, renovation or 
replacement of any such convention facility for a period not exceeding two years and so long as the City is diligently 
pursuing the re-opening of such facility).  

 
“Corporate Personnel” means any personnel from the corporate offices of Hyatt and its Affiliates who 

perform activities in connection with the services provided by Hyatt under the Hotel Management Agreement. 
 
 “Correction Period” means the one (1) year period commencing the day after the Date of Substantial 

Completion or such longer period as is required under Applicable Law or the applicable Warranties. 

“Corrective Work” means any and all Work required to correct Defective Work and to restore other 
portions of the Work to the condition they were in prior to the correction of the Defective Work. 

“County” means Bexar County, Texas. 
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“CPI” means, as defined in the Hotel Management Agreement, the Consumer Price Index for United 
States City Averages for All Urban Consumers, All Items, published from time to time by the United States Bureau 
of Labor Statistics (1982-84 = 100).  If the CPI is discontinued or is unavailable or is substantially revised, a 
comparable index agreeable to Owner and Hyatt reflecting the changes in the cost of living or the purchasing power 
of the consumer dollar, published by any governmental agency or recognized authority will be used in place thereof.  
Unless otherwise provided, any CPI adjustment will reflect CPI changes from the end of the CPI reporting period 
next preceding the Opening Date to the end of the CPI reporting period next preceding the effective date of any such 
adjustment. 

 
“CPI Increase” means the percentage increase in the Consumer Price Index over the preceding Lease 

Year as calculated by the fraction whose numerator is (i) the most current Consumer Price Index available on the 
first day of the immediately preceding Lease Year in question minus (ii) the most current Consumer Price Index 
available on the date of calculation (the “Base CPI”), and whose denominator is the Base CPI, but in no event will 
the “CPI Increase” be less than zero.  If at any time during the Lease Term any of the foregoing index is no longer 
published or is otherwise unavailable, the Landlord Representative will select a substitute index or indices that are 
comparable or substantially similar to the index that is no longer available, subject to the Approval of Tenant, such 
Approval not to be unreasonably withheld. 

 
“Credit Facility” means (i) a policy of insurance or a surety bond, issued by an issuer of policies of 

insurance insuring the timely payment of debt service on governmental obligations, provided that a Rating Agency 
having an outstanding rating on the Bonds would rate the Bonds fully insured by a standard policy issued by the 
issuer in its two highest generic rating categories for such obligations; and (ii) a letter or line of credit issued by any 
financial institution, provided that a Rating Agency having an outstanding rating on the Bonds would rate the parity 
obligations in its two highest generic rating categories for such obligations if the letter or line of credit proposed to 
be issued by such financial institution secured the timely payment of the entire principal amount of the Bonds and 
the interest thereon. 

“Date of Final Completion” means, as defined in the Design/Build Agreement, the date following the 
occurrence of the Date of Substantial Completion on which each of the following will have occurred:   

(i) the Date of Substantial Completion will have occurred; 

(ii) all Punch List Work has been certified to the Owner and the Trustee by the Architect to have been 
completed in accordance with the Approved Plans; 

(iii) any Corrective Work previously identified will have been completed in accordance with the 
Approved Plans, or if not so completed, the performance thereof will not (a) interfere with, impair or disrupt the safe 
and lawful operation of the Project, as a full service, convention-oriented hotel, in a manner consistent with 
Comparable Hotel Properties and in compliance with the requirements of the Project Agreement and the Hotel 
Operating Agreement, or (b) prevent the issuance, reissuance or renewal of or cause the failure, revocation or lapse 
of a Certificate of Occupancy for the Project. Any other Corrective Work identified on or after the date of Final 
Completion will be deemed Work to be performed under Warranties; 

(iv) An acceptable TCO will have been issued by the applicable governmental authorities; 

(v) Trustee, Owner and Construction Monitor will have received evidence reasonably satisfactory to 
the Trustee, Owner and Construction Monitor that an Affidavit of Completion was posted and duly filed in the 
appropriate land records for the City of San Antonio, Bexar County, Texas; 

(vi) Trustee will have received an endorsement to the Deed of Trust Title Policy pursuant to which 
Title Company has removed its mechanics lien exception and its “Pending Disbursement” paragraph, which 
endorsement may be conditioned upon the payment of any balances due under the Design/Build Agreement; 

(vii) Trustee will have received final releases and waivers subject only to final amounts due, executed 
by Design/Builder and all appropriate Subcontractors and Consultants who have provided in the aggregate more 
than $10,000 of Services, Materials or other components of the Work or who have performed Work within the 
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statutory period for filing Liens, waiving and releasing all Claims, claims of lien, and Liens against Owner, Trustee, 
Safeco, the Project and the proceeds of the Bonds; 

(viii) Owner and Trustee will have received a certificate executed by Design/Builder and an affidavit 
executed by an authorized officer of Design/Builder that payrolls, bills for materials and equipment, and other 
obligations connected with the Work (less retainage) have been paid or otherwise satisfied and that no Liens have 
been filed in connection therewith, that have neither been removed nor been secured by a surety bond acceptable to 
Owner; 

(ix) Design/Builder will have delivered to Trustee, Owner, Construction Monitor and Manager (i) an 
Installation Certificate from the Architect and (ii) an Installation Certificate from the Design/Builder, in each case 
for the balance of the Work not included in the Installation Certificate delivered at Substantial Completion;  

(x) a certificate to the Owner and the Trustee signed by the Architect stating that the Parking Garage 
is fully operational, and fully equipped in accordance with the Approved Plans; 

(xi) Manager will have certified to Owner, Trustee and Construction Monitor that the Project has been 
fully completed in accordance with the Hyatt Requirements;  

(xii) four originals of “as-built” plans of the Project have been delivered to Owner and Construction 
Monitor, signed and sealed by the Architect, plus an electronic copy thereof; 

(xiii) four originals of an “as-built” survey of the Project have been prepared and delivered to Owner 
and Construction Monitor, plus an electronic copy thereof; and 

(xiv) no Contractors or Subcontractors will be present in, on or about the Project, except only for those 
performing warranty Work consistent with item (iii) above. 

“Date of Substantial Completion” means, as defined in the Design/Build Agreement, the date on which 
all of the following have occurred:  

 
1. the Architect and the Design/Builder have each issued a Certificate of Substantial Completion for 

the Project; 
 
2. the Architect and the Design/Builder have each issued an Installation Certificate for the Project as 

to 95% of the guest rooms and 100% of the non-guest room areas of the Project; 
 
3. (a) a Temporary Certificate of Occupancy has been issued for the Project, subject only to the 

Punch List Work, (b) the Hotel Manager will be satisfied to its reasonable satisfaction that (i) no life/safety issues 
exist with respect to the Project, and (ii) the Hotel Manager will be able to operate the Project in accordance with 
Hyatt’s usual standards for hotels and resorts in the United States that are owned or managed by the Hotel Operator 
or any of its affiliates under the name “HYATT REGENCY” and in compliance with the Hotel Operating 
Agreement and the Project Agreement, and (c) the Construction Monitor believes, in its reasonable judgment, that a 
Certificate of Occupancy can be obtained within a reasonable number days of the issuance of such Temporary 
Certificate of Occupancy. A Temporary Certificate of Occupancy issued under the circumstances described in 
clauses (b) and (c) above will hereinafter be referred to as an Acceptable TCO. 

 
4. 95% of the guest rooms and 100% of the non-guest room areas of the Project are substantially 

complete and fully operational, subject only to Punch List Work; 
 
5. the Punch List has been delivered to and approved by the Owner and Trustee; 
 
6. the 45-Day Period has elapsed; 
 
7. Owner and Trustee have been provided with certified copies (and, to the extent that certified 

copies are not available, complete copies) of all Permits necessary or requisite for the lawful use and operation of 
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the Project and evidence satisfactory to Owner and Trustee that such permits are validly issued and in full force and 
effect; 

 
8. Design/Builder has executed and delivered to Owner and Trustee a certificate evidencing that the 

insurance required by the Contract Documents to remain in force after the Date of Substantial Completion is 
currently in effect and will not be canceled or allowed to expire until at least 30 days’ prior written notice has been 
given to the Owner and the Trustee, and further certifying that the Design/Builder knows of no substantial reason 
that such insurance required will not be renewable to cover the period required by the Contract Documents; and 

 
9. Design/Builder will have filed an Affidavit of Completion and the Title Company will have issued 

an endorsement to its policy removing all exceptions regarding mechanics liens. 
 
“Debt” means for any Person without duplication: 
 
(a) indebtedness of such Person for borrowed money; 
 
(b) obligations of such Person evidenced by bonds, debentures, notes or other similar instruments; 
 
(c) obligations of such Person to pay the deferred purchase price of Property or services; 
 
(d) obligations of such Person as tenant under Capital Leases; 
 
(e) obligations of such Person under direct or indirect guaranties in respect of, and obligations 

(contingent or otherwise) of such Person to purchase or otherwise acquire, or otherwise to assure a creditor against 
loss in respect of, indebtedness or obligation of another Person of the kinds referred to in clauses (a) through (d) 
above; and 

 
(f) indebtedness or obligations of others of the kinds referred to in clauses (a) through (e) secured by 

any Lien on or in respect of any Property of such Person. 
 
“Debt Service” means for any Debt Service Payment Date, the amount required to pay the principal of 

(whether pursuant to a stated maturity or redemption requirements applicable thereto) and/or interest on Outstanding 
Bonds coming due on such Debt Service Payment Date. 

 
“Debt Service Coverage Amount” means, for any complete Lease Year after the Opening Date, the 

amount equal to Net Operating Revenues for such Lease Year, less the amounts required to be deposited into the 
Property Tax Fund, the Insurance Premium Fund and the FF&E Fund during such Lease Year, plus the amount of 
City Tax Revenues that were collected by the City during such Lease Year and available to pay Debt Service due on 
the Bonds on the July 15 and January 15 Debt Service Payment Dates which correspond to the same Lease Year 
during which such amount is determined. For purposes of determining the Debt Service Coverage Amount for any 
complete Lease Year, the amounts required to be deposited into the Property Tax Fund, the Insurance Premium 
Fund and the FF&E Fund pursuant to the Indenture on the Lockbox Fund Transfer Date which occurs in January 
will be deemed to have been deposited into such respective Fund during the immediately preceding Lease Year. 

 
“Debt Service Fund” means the Fund of such name created pursuant to the Indenture. 

“Debt Service Payment Date” or “Debt Service Payment Dates” means, with respect to the Series 2005 
Bonds, January 15 and July 15 of each year, commencing July 15, 2005, and with respect to any Refunding Bonds, 
the date on which principal or interest is due and payable thereon. 

“Debt Service Payment Shortfall” has the meaning given to such term in the section “CONSTRUCTION 
OF THE HOTEL PROJECT - Project Agreement” herein.  
 

“Debt Service Reserve Fund” means the Fund of such name created pursuant to the Indenture and further 
described in the Indenture. 
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“Deed of Trust” means the Leasehold Deed of Trust, Assignment of Rents and Leases,  Assignment of 
Contracts and Permits, Security Agreement, Fixture Filing and Financing Statement, dated as of the Closing Date by 
the Developer in favor of the trustee serving in such capacity under the Deed of Trust (the “Deed of Trust Trustee” 
thereunder) for the benefit of the Issuer. 

“Defective Work” has the meaning assigned to such term in the Design/Build Agreement. 

“Delay Period” has the meaning assigned to such term in the Design/Build Agreement.  

“Demolition Work” means the excavation and demolition of the Existing Improvements, as contemplated 
by the Hotel Project Improvements Plans and the Hotel Project Improvements Construction Contract. 

 
“Demonstrated Net Wage Cost Increase” means the difference between (a) the sum of documented, out-

of-pocket wages actually incurred by the Developer for payment to laborers, workmen and mechanics in the 
performance of the Hotel Project Improvements Work at the general prevailing wage rate of per diem wages per 
craft and type of labor stipulated pursuant to the Prevailing Wage Rate Act and the Project Agreement, and (b) the 
sum of documented, out-of-pocket wages that would have been actually incurred by the Developer for payment to 
laborers, workmen and mechanics in the performance of the Hotel Project Improvements Work absent the 
applicability of the Prevailing Wage Rate Act and the Project Agreement, plus any penalties paid under the Project 
Agreement relating to the period between the Effective Date and the date the Prevailing Wage Triggering Event 
occurred.  (The sum described in clause, (b) above may be demonstrated by Developer's submission of evidence of 
per diem wage rates paid prior to the date the Prevailing Wage Triggering Event occurred or by any other means 
reasonably acceptable to the City Representative.)  The Demonstrated Net Wage Cost Increase does not include any 
overhead or administrative costs to Developer incurred in performing in accordance with the Prevailing Wage Rate 
Act or any other costs not covered by the Prevailing Wage Rate Act. 

 
“Depository Bank” means Wells Fargo Bank, N.A., a national banking association, in its capacity as the 

depository of Gross Revenues from the Hotel Project in accordance with the Cash Management Agreement. 

 “Design Assistance and Pre-Opening Agreement” means the agreement between the Developer or the 
Hotel Project Improvements Contractor and the Initial Operator for product and design assistance services and pre-
opening services in connection with the design, construction, furnishing and opening of the Hotel.  As of the 
Effective Date, the “Design Assistance and Pre-Opening Agreement” is that certain Product and Design Assistance 
and Pre-Opening Services Agreement by and between the Hotel Project Improvements Contractor and Hyatt (San 
Antonio Convention Center) dated as of the Closing Date. 
 

“Design/Build Agreement” means the Design/Build Agreement, dated as of the Closing Date, between the 
Developer and the Design/Builder pursuant to which the Design/Builder is obligated to plan, engineer, design, 
construct, develop, furnish and equip the Hotel Project. 

“Design/Build Standard” means the quality of services and work performed and practiced equal to or 
better than the greater of (i) that provided by design/builders nationally recognized as design/builders of Comparable 
Hotel Properties, or (ii) that evidenced by the Hyatt Requirements. 

“Design/Builder” means FaulknerUSA, L.P., a Texas limited partnership.  

“Design/Builder’s Fee” means $10,571,279. 

“Design Schedule” has the Design Schedule attached to the Design/Build Agreement as an exhibit thereto. 

“Developer” means Hotel Investments, L.P., a Delaware limited partnership, and any successor under the 
Ground Lease that is approved by the City in accordance with the Ground Lease. 

“Developer Default” has the meaning given to such term in the section “CONSTRUCTION OF THE 
HOTEL PROJECT - Project Agreement” herein. 



 

B - 19 
 

 
“Developer Delay” means any delay by Developer in achieving any deadline for performance of its 

obligations under the Project Agreement. 
 
“Developer Partnership Agreement” means the Agreement of Limited Partnership of Hotel Investments, 

L.P., dated as of the Closing Date, by and among Marathon, Hotel Investments GP, LLC, a Delaware limited 
liability company, and FaulknerUSA, L.P., a Texas limited partnership. 

 
“Developer Remedial Plan” has the meaning given to such term in the section “CONSTRUCTION OF 

THE HOTEL PROJECT - Project Agreement” herein. 
 
“Developer's Remedial Work” has the meaning given to such term in the section “CONSTRUCTION OF 

THE HOTEL PROJECT - Project Agreement” herein. 
 
“Developer's Risks” has the meaning given to the term “Tenant’s Risks” in the Ground Lease as follows: 
 
(a) THE ACCURACY OR COMPLETENESS OF ANY INFORMATION SUPPLIED BY ANY 

PERSON OTHER THAN THE EXPRESS REPRESENTATIONS AND WARRANTIES CONTAINED IN THE 
GROUND LEASE; 

 
(b) THE CONDITION, SUITABILITY OR FITNESS FOR ANY PARTICULAR PURPOSE, 

DESIGN, OPERATION OR VALUE OF THE PREMISES; 
 
(c) THE COMPLIANCE OF THE PREMISES OR ANY OTHER PROPERTY OF LANDLORD 

WITH ANY APPLICABLE LAND USE REGULATIONS OR ANY GOVERNMENTAL RULE; 
 
(d) THE FEASIBILITY OF THE PROJECT, THE HOTEL PROJECT IMPROVEMENTS WORK 

OR ANY ADDITIONAL WORK; 
 
(e) THE EXISTENCE OR ABSENCE OF ANY CONTAMINATED MATERIALS OR STATE 

ARCHEOLOGICAL LANDMARKS (AS SUCH TERM IS USED IN CHAPTER 191 OF THE TEXAS 
NATURAL RESOURCE CODE) ON THE PREMISES OR ENVIRONMENTAL CLAIMS WITH RESPECT TO 
THE PREMISES OR THE PROJECT IMPROVEMENTS;  

 
(f) THE CONSTRUCTION OF ANY IMPROVEMENTS ON THE PREMISES, INCLUDING THE 

PROJECT IMPROVEMENTS; AND 
 
(g) ANY OTHER MATTER RELATING TO ANY IMPROVEMENTS AT ANY TIME 

CONSTRUCTED OR TO BE CONSTRUCTED ON THE PREMISES. 
 
“Disability Acts” means the provisions of the Americans With Disabilities Act of 1990, 42 U.S.C. 

§§l210l-l22l3, and all regulations and interpretations issued thereunder and all amendments thereto. 

“Donated Improvements” has the meaning set forth in the Ground Lease (and generally means certain 
improvements to the Riverwalk and certain public right-of-way improvements). 

“Donated Improvements Work” means, collectively, the Riverwalk Improvements Work and the Public 
Right-of-Way Improvements Work. 

 
“Down Times” has the meaning given to such term in the section “SECURITY AND SOURCES OF  

PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 
 
“DTC” means the Depository Trust Company, New York, New York. 
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 “Economic Development Agreement” means the Economic Development Agreement, dated as of May 
15, 2005, between the City and the Issuer, entered into in connection with the issuance of the Bonds, together with 
any amendments thereto. 

“Effective Date” means the Closing Date. 
 
“Employee Costs” means the aggregate compensation, including, without limitation, salary, fringe 

benefits, incentive compensation, bonuses, employee performance and service awards, and other such amounts paid 
or payable to Hotel employees, and other employee related costs such as payroll taxes and COBRA expenses less 
the net benefit of any tax credits (after deduction for any costs incurred in applying for or claiming said tax credits) 
received by Hyatt during the applicable period in question by reason of employment at the Hotel.  The term “fringe 
benefits” will include, without limitation, the cost of pension or profit sharing plans, workers’ compensation 
benefits, group life and accident and health insurance or equivalent benefits, and similar benefits available to Hotel 
employees by virtue of their employment. 

 

“Encumbrances” means any defects in, easements, covenants, conditions or restrictions affecting, or liens 
or any other encumbrances of any kind on, the title to the Premises or any of the Project Improvements, whether 
evidenced by written instrument or otherwise evidenced. 

 
“Engineer” means such person or persons providing engineering services to the Design/Builder and who 

will at all times be one of the Design/Builder’s consultants under the Design/Builder’s supervision, and who must be 
fully licensed under Applicable Law. 

 
“Environmental Claims” means  any and all Claims that any Person may now or hereafter have in 

connection with or as a result of the condition of any Property, any existing or past Environmental Release of any 
Contaminated Materials from any Property or into the ground, ground water or surface water of any Property, the 
existence of any Environmental Proceedings with respect to any Property or its operation or the violation of any 
Environmental Laws with respect to any Property or its operation. 

 
“Environmental Event” means the occurrence of any of the following: (i) any noncompliance with an 

Environmental Law; (ii) an environmental condition requiring responsive action, including an environmental 
condition caused by a third Person; (iii) any event on, at or from the Property in question or related to the operation 
thereof of such a nature as to require reporting to applicable Governmental Authorities under any Environmental 
Law, (iv) an emergency environmental condition, (v) the existence or discovery of any spill, discharge, leakage, 
pumpage, drainage, pourage, interment, emission, emptying, injecting, escaping, dumping, disposing, migration or 
other release or any kind of Contaminated Materials on, at or from the Property in question which may cause a threat 
or actual injury to human health, the environment, plant or animal life or (vi) any threatened or actual Environmental 
Claim. 

“Environmental Law(s)” means any applicable Federal, state or local statute, law (including common law 
tort law, common law nuisance law and common law in general), rule, regulation, ordinance, code, permit, 
concession, grant, franchise, license, policy or rule of common law now in effect or adopted in the future, and in 
each case as may be amended or replaced, and any judicial or administrative interpretation thereof (including any 
judicial or administrative order, consent decree or judgment) relating to (i) the environment, health, safety or 
Contaminated Materials, (ii) the storage, handling, emission, discharge, release and use of chemicals and other 
Contaminated Materials, (iii) the generation, processing, treatment, storage, transport, disposal, investigation, 
remediation or other management of waste materials of any kind, and (iv) the protection of environmentally 
sensitive areas, including CERCLA; the Hazardous Materials Transportation Act, as amended, 49 U.S.C. § 5101 et 
seq.; the Resource Conservation and Recovery Act, as amended, 42 U.S.C. § 6901 et seq.; the Federal Water 
Pollution Control Act, as amended, 33 U.S.C. § 1251 et seq.; the Toxic Substances Control Act, 15 U.S.C. § 2601 et 
seq.; the Clean Air Act, 42 U.S.C. § 7401 et seq.; the Safe Drinking Water Act, 42 U.S.C. § 300f et seq.; the 
Endangered Species Act, as amended, 16. U.S.C. § 1531 et seq.; the Texas Solid Waste Disposal Act, Tex. Health & 
Safety Code Ann. Ch. 361 (Vernon 1990); the Texas Clean Air Act, Tex. Health & Safety Code Ann. Ch. 382 
(Vernon 1990); the Texas Water Code, Tex. Water Code Ann. (Vernon 1988 and Supp. 1990); the Texas Hazardous 
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Substances Spill Prevention and Control Act, Tex. Water Code Ann. (Vernon 1988 and Supp. 1990); the Federal 
Insecticide, Fungicide and Rodenticide Act, 7 U.S.C. § 136 et. seq.; and the Emergency Preparedness and Response 
Community Right-to-Know Act, 42 U.S.C. § 11001. 

 
“Environmental Proceeding” means: 
 
(a) Any notice of any investigation, response action, spill, proceeding, whether executive, 

administrative or judicial, or litigation or litigation threatened in writing relating to Environmental Laws or other 
environmental matters concerning a Property insofar as such investigation, response action, spill, litigation, litigation 
threatened in writing or proceeding relates to such Property; or 

 
(b) Receipt of any notice from any Person of:  (i) any violation or alleged violation of any 

Environmental Law relating to a Property or any part thereof or any activity at the time conducted on any Property, 
(ii) the commencement of any clean-up, abatement or control pursuant to or in accordance with any Environmental 
Law of any Contaminated Materials on or about any such property or any part thereof or (iii) any violation of any 
Governmental Rules or harm to Person or Property in each case with respect to worker safety at or in connection 
with such Property or any part thereof. 

 
“Environmental Release” means a “release” as said term is defined under CERCLA. 
 
“Equity Investor Documents” means the Marathon Letter of Credit in connection with a portion of the 

Initial Preferred Equity being provided by the Preferred Equity Investors, and any similar documents relating to any 
Subordinate Equity to be provided by the Subordinate Equity Investors.. 

“Estimated Insurance Premium Requirement” means, for any Lease Year, the total of (i) all premiums 
reasonably estimated by the Developer and the Operator that will come due on all insurance policies that are 
required to be maintained by the Developer or the Operator in connection with the ownership and/or operation of the 
Hotel Project during such Lease Year in accordance with the Ground Lease, and (ii) during each Lease Year in 
which the underlying rating on the Bonds maintained by either Rating Agency is below Investment Grade, an 
amount sufficient to pay the Additional Bond Insurance Premium coming due during such Lease Year. For purposes 
of calculating the amount sufficient to pay the Additional Bond Insurance Premium described in clause (ii) of this 
definition, the Developer will assume that the underlying rating on the Bonds by one of the Rating Agencies will 
remain below Investment Grade during the entire Lease Year (or during the remaining portion of a Lease Year if 
such underlying rating was reduced below Investment Grade during such Lease Year). In the event all underlying 
ratings on the Bonds at any time during such Lease Year are restored to at least an Investment Grade, the 
requirement to fund such Additional Bond Insurance Premium will cease for the remainder of such Lease Year, and 
amounts deposited into the Insurance Premium Fund for the purpose of paying the Additional Bond Insurance 
Premium which are not needed to pay such Additional Bond Insurance Premium will remain in the Insurance 
Premium Fund and will be used as a credit to offset amounts otherwise required to be deposited into the Insurance 
Premium Fund pursuant to the Indenture. 

“Estimated Property Tax Requirement” means for any Lease Year, the total amount of Impositions 
reasonably estimated by the Developer to be levied and assessed against the Hotel Project for such Lease Year and 
to be due and payable during such Lease Year (or, as currently permitted by applicable law, by January 31 following 
such Lease Year). 

“Event of Default” means, as such term is used in, or is to apply to, any of the Transaction Documents, 
such meaning as set forth in each respective Transaction Document, after giving effect to any applicable notice and 
cure period in any such Transaction Document. 

“Excess Proceeds” has the meaning given to such term in the section “SECURITY AND SOURCES OF  
PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 

“Excluded Taxes and Other Charges” means any (a) Gross Receipts Taxes; (b) withholding tax or other 
employment related taxes; (c) wage, child support or spousal support garnishments; or (d) unclaimed property or 
wages. 
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“Excusable Delay Period” or “Excusable Developer Delay Period” means with respect to any particular 
occurrence of Excusable Developer Delay, that number of days of delay in the performance by Developer of its 
obligations under this Project Agreement (other than the Project Completion Deadline) actually resulting from such 
occurrence of Excusable Developer Delay.  

“Excusable Developer Delay” means any Developer Delay which is caused by or attributable to, but only 
to the extent of, Force Majeure. 

 
“Excusable Tenant Delay”  means any delay of the Tenant which is caused by or attributable to, but only 

to the extent of, Force Majeure. 
 
“Existing Bowie Street ROW” means the portion of the existing Bowie Street right-of-way located 

between the south right-of-way line of East Market Street and the point at which the existing Bowie Street connects 
to the west right-of-way line of Interstate 37. 

  
“Existing City Parking Garage” means the existing 745 space, above ground parking garage, retail space 

and related Improvements located on the Site as of the Effective Date. 
 
“Existing Improvements” means, collectively, (i) the Existing City Parking Garage and all other 

Improvements located on, within or above the Site, (ii) the paving, pedestrian bridge and related Riverwalk area 
improvements located on the Premises as of the Effective Date and (iii) any other Improvements located on the 
Premises, all as of the Effective Date. 

“Existing Lines”  means all the existing utility lines, equipment or appurtenances crossing the Premises, 
including (i) voice, video or data transmission lines, equipment or appurtenances, (ii) the two 30 inch chilled water 
lines, (iii) the 12 inch steam line, (iv) the six inch condensate line operated by San Antonio Water Systems, and (v) 
the three foot by three foot electrical duct operated by City Public Service of San Antonio. 

“Existing Prevailing Wage Suit” means (a) the lawsuit filed by the San Antonio Building and 
Construction Trades Council (“SATBC”) and Bob Salvatore, in Bexar County, Texas District Court, Cause No. 
2005-CI-05812 or (b) if the lawsuit described in the preceding clause (a) is dismissed without prejudice, any 
comparable lawsuit claiming that the Prevailing Wage Rate Act applies to the construction of the Hotel Project 
Improvements and which is re-filed by the SATBC and Mr. Salvatore (or any other officer of SATBC whose duties 
authorize or permit him or her to pursue such action but not any other members of SATBC). 

“Expected Completion Date” or “Latest Permitted Date for Substantial Completion” means the date 
which is 973 calendar days after the Effective Date. 

“Extension Liquidated Damages” has the meaning given to such term in the section “CONSTRUCTION 
OF THE HOTEL PROJECT - Project Agreement” herein.  

“Federal Reserve Discount Rate” means the interest rate charged to individual banks for loans they 
obtain from central banks of the Federal Reserve System, as such rate is published from time to time by the Wall 
Street Journal or similar financial publication. 

“FFE” means, as defined in the Hotel Management Agreement, all fixtures, furniture, furnishings and 
equipment located at the Hotel, together with all replacements therefor and additions thereto, but will not include 
Operating Equipment. 

 
“FF&E” means, as defined in the Design/Build Agreement, all items of furniture, furnishing, fixtures, 

equipment and other personal property (including, without limitation, all equipment, hardware, wiring connections, 
software and other property necessary to operate computers), used or held for use in storage in the ordinary course 
of operating the Project, the cost of which is ordinarily a Capital Expense, but a portion of which may be currently 
expensed such as smaller items thereof, or expenditures that are ancillary thereto but that are properly chargeable as 
an Operating Expense to Property Operations and Maintenance under the most recently issued edition, as of the 
Closing Date, of the Uniform System of Accounts for Hotels. 
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“FF&E Consultant” means the independent consultant, having at least ten years experience in evaluating 
the operation and maintenance of hotels of a similar size and quality as the Hotel Project, that is selected by the 
Developer pursuant to the Loan Agreement and approved by the Bond Insurer to evaluate the capital improvement 
needs of the Hotel Project and the periodic maintenance being performed on the Hotel Project by or at the direction 
of the Operator and the Developer, and to make recommendations regarding then-current and future capital 
improvement and maintenance needs of the Hotel Project. 

“Filed Plans” means any Approved Plan that is submitted to and approved by the City for the purpose of 
obtaining a permit necessary to do the Work, and any Minor Change. 

“Final Completion” means, as defined in the Project Agreement and the Ground Lease, with respect to the 
Hotel Project Improvements Work or any component of the Hotel Project Improvements Work (such as the Donated 
Improvements Work), (A) the final completion of the design, development, construction, furnishing and all other 
aspects of such work and Improvements substantially in accordance with the Hotel Project Improvements 
Specifications, Hotel Project Improvements Schematics, the Hotel Project Improvements Drawings and the Hotel 
Project Improvements Plans (all of which have been Approved by the City or the City Representative, as applicable, 
pursuant to the terms of the Project Agreement, as and if required), the Hotel Operating Standard, all applicable 
Governmental Rules and all other requirements of the Project Agreement, including the completion of the punch-list 
type items referred to in the definition of the term “Substantial Completion,” (B) the issuance of all Governmental 
Authorizations necessary to use, occupy and operate all aspects and areas of the Premises and the Hotel Project 
Improvements in accordance with the terms of the Ground Lease, including all Governmental Authorizations 
required to be issued to Tenant, Developer or any of their Affiliates to fulfill Tenant's obligations under the Ground 
Lease and Developer's obligations under the Project Agreement and (C) the Commencement of Hotel Project 
Operations as to all elements of the Premises in accordance with the terms of the Project Agreement, the Ground 
Lease, the Hotel Operating Standard and all applicable Governmental Rules.  Notwithstanding anything to the 
contrary, Final Completion will occur no later than 180 days after Substantial Completion, subject to Excusable 
Developer Delay only. 

 
“Final Notice” has the meaning given to such term in the Project Agreement or the Ground Lease, as 

applicable. 
 
“Final Retainage” means, as defined in the Design/Build Agreement, the retainage amount that is at least 

equal to 2.5 times the cost to complete the Punch List Work (as reasonably estimated by the Design/Builder and 
approved by the Owner) plus $150,000. 

 
“Financial Guaranty Insurance Policy” means the financial guaranty insurance policy issued by Ambac 

Assurance Corporation on the Closing Date guaranteeing the timely payment of Debt Service on the Series 2005 
Bonds. 

 
“Financing Documents” means the Ambac Guaranty Agreement, the Cash Management Agreement, the 

Economic Development Agreement, the Indenture, the Deed of Trust, the Loan Agreement, the Assignment, the 
Consent, Subordination and Attornment Agreements, the Continuing Disclosure Agreement, the Insurance 
Agreement, and any other documents, instruments and agreements executed or delivered by Tenant or any of its 
Affiliates or Related Parties in connection with the Permitted Project Financing, as the same may be amended, 
supplemented, modified, renewed or extended from time to time in accordance with the terms thereof and with the 
Consent of Landlord. 

 
“First-Class Hotel Standard” as defined in the Hotel Management Agreement, refers both to the standard 

of construction, furnishing and equipping of the Hotel and to the standard of its operation.  (A) As respects 
construction, furnishing and equipping, the First-Class Hotel Standard will mean the standard thereof applicable to 
such other hotels comparable in size to the Hotel operated by Hyatt which, as of the date of the Hotel Management 
Agreement, represents the highest quality of hotels of such size in the Hyatt chain of hotels (excluding so-called 
“Park Hyatt” hotels) both in terms of the quality of construction, furnishings and equipment, and the nature and 
extent of its amenities and facilities, such as health club, restaurants, public space (including meeting and banquet 
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space), back-of-the-house, parking, exterior lighting and landscaping.  Following the Opening Date, the Hotel will 
be deemed to meet the First-Class Hotel Standard as respects its physical condition, facilities and FFE so long as it is 
maintained in accordance with its condition, facilities and quality level of FFE existing on the Opening Date subject 
to completion of any work or installation remaining incomplete as of the Opening Date, and subject further to 
compliance with Legal Requirements and the need at all times to maintain the competitive position of the Hotel.  (B) 
As respects operational standards, the First-Class Hotel Standard refers to the standard of operations at such other 
hotels comparable in size to the Hotel and operated by Hyatt, which, as of any time in question, then represents the 
highest quality of hotel operations for hotels of such size in the Hyatt chain of hotels (other than so-called “Park 
Hyatt” hotels) subject to any limitations thereon resulting from the size, physical configuration, and actual facilities 
contained in the Building.  The First-Class Hotel Standard, as relates to operations, includes, without limitation, 
operation of the Hotel (although not necessarily all of the guest facilities therein) on a seven day a week, 24 hour a 
day basis, with adequate staffing to provide first-class service, and food, beverage, housekeeping, banquet, parking, 
bell and porter services.  Without limiting the foregoing, the First-Class Hotel Standard will not be a lower standard 
than the Hotel Operating Standard, as defined in the Ground Lease. 

  
“Fiscal Year” means, as defined in the Hotel Management Agreement, the calendar year except that the 

first Fiscal Year hereunder will commence on the Opening Date and will continue until the following December 31, 
and the last Fiscal Year hereunder will end on the date of the expiration or earlier termination of the Hotel 
Management Agreement. 

 
“Fiscal Year” means, as defined in the Ground Lease and the Project Agreement, the 12 month period 

from time to time established by the City as its fiscal year, which is currently the 12 month period from October 1 
through September 30.  

 
“Five Year Anniversary Date” means the date which is the fifth anniversary of the Lease 

Commencement Date. 
 
“Force Majeure” means any act that (a) materially and adversely affects the affected Party's ability to 

perform the relevant obligations under the Project Agreement or delays such affected Party's ability to do so, (b) is 
beyond the reasonable control of the affected Party, (c) is not due to the affected Party's fault or negligence and (d) 
could not be avoided, by the Party who suffers it, by the exercise of commercially reasonable efforts, including the 
expenditure of any reasonable sum of money and, subject to the satisfaction of the conditions set forth in (a) through 
(d) above, “Force Majeure” will include:  (i) natural phenomena, such as storms, floods, lightning and earthquakes; 
(ii) wars, civil disturbances, revolts, insurrections, terrorism, sabotage and threats of sabotage or terrorism; (iii) 
transportation disasters, whether by ocean, rail, land or air; (iv) strikes or other labor disputes that are not due to the 
breach of any labor agreement by the affected party; (v) fires; (vi) actions or omissions of a Governmental Authority 
(including the actions of the City in its capacity as a Governmental Authority or in the exercise of its Governmental 
Functions) that were not voluntarily induced or promoted by the affected Party, or brought about by the breach of its 
obligations under the Project Agreement, the Ground Lease, or any Governmental Rule, as applicable; and (vii) 
failure of the other Party to perform any of its obligations under the Project Agreement or the Ground Lease, as 
applicable, within the time or by the date required pursuant to the terms of the Project Agreement or the Ground 
Lease, as applicable, for the performance thereof; provided, however, that under no circumstances will Force 
Majeure include any of the following events:  (A) economic hardship; (B) changes in market condition, (C) any 
strike or labor dispute involving the employees of Developer or any Affiliate of Developer, other than industry or 
nationwide strikes or labor disputes; (D) weather conditions which could reasonably be anticipated by experienced 
contractors operating the relevant location; (E) the occurrence of any manpower, material or equipment shortages; or 
(F) any delay, default, or failure (financial or otherwise) of the Hotel Project Improvements Contractor or any 
subcontractor, vendor or supplier of Developer or the Hotel Project Improvements Contractor. 

 
“Force Majeure Delay” means delays in the completion of construction of the Project caused by one or 

more event of Force Majeure. 
 
“Force Majeure Delay Period” has the meaning given to such term in the section “CONSTRUCTION OF 

THE HOTEL PROJECT - Project Agreement” herein. 
 
“Foreclosure Event” means and refers to (i) any foreclosure of any Lien or security interest or conveyance 
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in lieu of foreclosure under any Permitted Project Financing pursuant to which a Qualified Lender or its Affiliate (or 
any of its successors or assigns who is a Permitted Project Financing Holder (or its Affiliate)), acquires all, and not 
less than all, of the Project (excluding the Donated Improvements after the same are donated to the City) and 
Tenant's rights, titles, interests and obligations under the Ground Lease, the Leasehold Estate, the Project 
Improvements (excluding the Donated Improvements after the same are donated to the City), the other Project 
Documents and the Financing Documents and (ii) any foreclosure of any Lien or security interest or conveyance in 
lieu of foreclosure under any Permitted Equity Financing pursuant to which a Qualified Lender of its Affiliate (or 
any of its successors or assigns who is a Permitted Equity Financing Holder (or its Affiliate)), acquires all, and not 
less than all, of the direct or indirect equity interest in Tenant covered by the Permitted Security Interest that secured 
such Permitted Equity Financing.  A Foreclosure Event will not relieve Tenant of any of its obligations under the 
Ground Lease, any other Project Documents or the Financing Documents. 

 
“Four Diamond Rating” means a Four Diamond Rating under the AAA Diamond Rating Process or if the 

AAA Diamond Rating Process is not available, a comparable rating under the successor rating process pursuant to 
the terms of the Ground Lease; provided, however, that in no circumstance will the Four Diamond Rating result in a 
standard with respect to the design, development, construction, furnishing, opening and operation of the Premises 
and the Project Improvements which is less than what would be required of by Four Diamond Rating as it exists of 
the Effective Date. 

“Fund” or “Funds” means any of the Funds established by the Indenture. 

“GAAP” means generally accepted accounting principles, applied on a consistent basis, as set forth in 
Opinions of the Accounting Principles Board of the American Institute of Certified Public Accountants or in 
statements of the Financial Accounting Standards Board or their respective successors and which are applicable in 
the circumstances as of the date in question.  Accounting principles are applied on a “consistent basis” when the 
accounting principles observed in a current period are comparable in all material respects to those accounting 
principles applied in a preceding period. 

“General Contractor” is a general contractor, selected and hired by Owner, which general contractor will 
perform and complete the construction of the Hotel in accordance with the Plans and the requirements of the Pre-
Opening Agreement and the Management Agreement. 

“Governmental Authority” means any Federal, state or local governmental entity (including a local 
government corporation, whether formed under Section 431 of the Subchapter D of the Texas Transportation Code 
or otherwise), authority (including a taxing authority) or agency, court, tribunal, regulatory commission or other 
body, whether legislative, judicial or executive (or a combination or permutation thereof) and any arbitrator to 
whom a dispute has been presented under Governmental Rule, pursuant to the terms of the Project Agreement or by 
agreement of the Parties. 

 
“Governmental Authorizations” means all approvals, consents, decisions, authorizations, certificates, 

confirmations, exemptions, applications, notifications, concessions, acknowledgments, agreements, licenses, 
permits, import permits, employee visas, environmental permits, decisions, right-of-ways, and similar items from 
any Governmental Authority, including a liquor license from the Texas Alcohol and Beverage Commission. 

“Governmental Function” means any regulatory, legislative, permitting, zoning, enforcement (including 
police power), licensing or other functions which the City is authorized or required to perform in its capacity as a 
Governmental Authority in accordance with Governmental Rules.  The entering into the Project Agreement and the 
Ground Lease, and the performance by the City of its obligations under the Project Agreement and the Ground 
Lease will not be considered a “Governmental Function”. 

 
“Governmental Rules” means any statute, law, treaty, rule, code, ordinance, regulation, permit, 

interpretation, certificate or order of any Governmental Authority, or any judgment, decision, decree, injunction, 
writ, order or like action of any court, arbitrator or other Governmental Authority.  Governmental Rules will include, 
but not be limited to, the City Codes. 

 
“Gross Revenues” means all value, compensation, interest, revenue and income of any kind derived 
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directly or indirectly from any operations conducted on, in, at or from the Hotel Project, whether or not arranged by, 
for or on behalf of another Person or at another location, properly attributable to the period under consideration, 
including, but not limited to (1) the gross receipts of any licensees, lessees or concessionaires of space in the Hotel 
Project who are affiliates of the Developer or a controlling person of the Developer and (2) any rentals or other 
payments from licensees, lessees or concessionaires of space in the Hotel Project who are not an affiliate of the 
Developer or a controlling person of the Developer, but not any gross receipts of such licensees, lessees or 
concessionaires, determined in accordance with the Accounting Standards, except that the following will not be 
included in determining Gross Revenue: 

(a) Excluded Taxes and Other Charges and Pass Through Costs; 

(b) receipts from the financing, sale or other disposition of capital assets and other items, in each case 
not in the ordinary course of the Hotel Project's operations;  

(c) receipts from awards or sales in connection with any public condemnation of any portion of the 
Hotel Project, from other transfers in lieu of and under the threat of any public condemnation, and other receipts in 
connection with any public condemnation, but only to the extent that such amounts are specifically identified as 
compensation for alterations or physical damage to the Hotel Project and are applied in accordance with the Ground 
Lease; 

(d) proceeds of any insurance (but excluding the proceeds of any business interruption insurance and 
any excess “Insurance Proceeds” as such term is used in the Ground Lease) and any payments pursuant to 
performance and payment bonds, provided such proceeds and payments are applied in accordance with the Ground 
Lease or the Project Agreement, as applicable; 

(e) rebates, discounts or credits of a similar nature (not including charge or credit card discounts, 
which will not constitute a deduction from revenues in determining Gross Revenues, but will constitute an Operating 
Expense); 

(f) consideration received at the Hotel Project for hotel accommodations, goods and services to be 
provided at other hotels although arranged by, for or on behalf of, the Operator; 

(g) notwithstanding any contrary requirements of the Accounting Standard, all gratuities collected (or 
to be collected) for the benefit of and paid to Hotel Project personnel; 

(h) the initial operating funds and working capital loans and any other funds provided by the 
Developer to the Operator, whether for Operating Expenses or otherwise; 

(i) the value of any complimentary rooms, goods or services granted in the ordinary course of 
business; 

(j) refunds to Hotel Project guests of any sums or credits to any Hotel Project customers for lost or 
damaged items;  

(k) refunds to parking customers of any sums or credits to any parking customers for lost or damaged 
items; and 

 
(l) deposits for use at the Hotel Project received by the Operator. 
 
“Ground Lease” means the Ground Lease and License Agreement, dated as of the Closing Date, by and 

between the City and the Developer.  

“Ground Lease Obligations” means the obligations imposed on the Developer pursuant to the Ground 
Lease to pay Basic Rental, Participation Rental and all other Rental in accordance with the terms of the Ground 
Lease and to repay the City for certain City Tax Revenues paid by the City pursuant to the Economic Development 
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Agreement. 
 
“Ground Lessor” means the landlord or lessor under the Ground Lease. 
 
“Guaranteed Fixed Price” means the Owner’s payment to the Design/Builder of the sum of 

$227,500,000.00.  
 
“Guarantor” means FaulknerUSA, Inc., a Delaware corporation. 
 
“Guaranty” means that certain Guaranty executed by Guarantor in favor of the City and dated as of the 

Effective Date. 
 
“Hazardous Materials” includes, without limitation, petroleum and petroleum products, flammable 

explosives, radioactive materials, polychlorinated biphenyls, asbestos in any form that is or could become friable, 
paint with more than 0.5 percent lead by dry weight, hazardous waste, toxic or hazardous substances or other related 
materials whether solid, semisolid, liquid, or gaseous in nature and in the form of a chemical, element, product, 
by-product, article compound, solution, mixture or otherwise including, but not limited to, those materials defined as 
“hazardous substances”, “extremely hazardous substances”, “hazardous chemicals”, “hazardous materials”. “toxic 
substances”, “toxic chemicals”, “air pollutants”, “toxic pollutants”, “hazardous wastes”, “extremely hazardous 
waste”, or “restricted hazardous waste” by Environmental Laws. 

 
“HDRC” means the Historic and Design Review Commission of the City of San Antonio, Texas. 
 
“Holding Account” means the account established by the City in accordance with the Economic 

Development Agreement. 
 
“Hotel” means the convention center headquarters hotel described in the Hotel Project Improvements 

Specifications to be constructed on the Leased Premises by Developer in accordance with the terms of the Project 
Agreement, including all Personalty contained therein which at a minimum will be such Personalty necessary to 
furnish and operate the Hotel Project Improvements in accordance with the Hotel Operating Standard. 

 
“Hotel Consultant” means a hotel consultant who meets all of the following requirements: 
 
(a) is an independent, third Person who (1) is not an Affiliate of Landlord, Tenant or the Operator, (2) 

is not currently engaged by Landlord, Tenant, the Operator or any of their Affiliates and (3) has not been engaged by 
Landlord, Tenant, the Operator or any of their Affiliates in the preceding 12 calendar months; 

 
(b) conducts market feasibility studies of premier, full service convention center headquarter hotels 

having at least 700 rooms and has performed same within the last two years; 
 
(c) has all necessary Governmental Authorizations or certifications necessary to perform appraisals of 

hotel properties and has performed same within the last two years; and 
 
(d) has been approved by the Landlord Representative (if during the Bond Insurance Period only, after 

consultation with the Bond Insurer), such Approval not to be unreasonably withheld.  
 
“Hotel Management Agreement” or “Management Agreement” or “Hotel Operating Agreement” 

means a binding operating agreement between Tenant and a Qualified Operator governing the management and 
operation of the Premises and the Project Improvements by such Qualified Operator on a full-service basis as a 
“convention-oriented hotel” (and not as a so-called “budget” or “limited service” hotel or motel) in accordance with 
the Hotel Operating Standard. 

 
“Hotel Management Agreement Major Decisions” means any right of Tenant under the Hotel 

Management Agreement to exercise an Approval or Consent right with respect to the annual business and marketing 
plans (including the annual budget) or capital expenditure plans for the Hotel. 
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“Hotel Operating Proposal” means, as further defined in the Ground Lease with respect to the applicable 

circumstances, a detailed written proposal for limited modifications to the requirements contained herein with 
respect to the type of hotel use that is required and the definitions of Comparable Hotel Property and Hotel 
Operating Standard, which the Tenant may submit to the Landlord and, during the Bond Insurance Period only, the 
Bond Insurer for its or their (as applicable) Approval, such Approval not to be unreasonably withheld.   

 
“Hotel Operating Standard” means the operation of the Premises and the Project Improvements on a 

full-service basis in a manner consistent with the standards of operations and operating plans that a Qualified 
Operator, acting as a Reasonable and Prudent Hotel Operator, would reasonably be expected to undertake and 
follow for the operation of a Comparable Hotel Property in order to obtain a Four Diamond Rating; provided, 
however, Tenant will not be required as a result of the aforesaid covenant to (a) provide amenities or facilities that 
are impracticable as a result of the physical constraints of the Project Improvements, (b) undertake any actions 
prohibited by the Ground Lease, (c) perform any structural alterations to the Project Improvements, except to the 
extent otherwise required by the Ground Lease, including Maintenance and Repair Work or (d) actually obtain a 
Four Diamond Rating for the Hotel.  The definition of Hotel Operating Standard may be amended or modified in 
connection with a Hotel Operating Proposal or a Change in Use Proposal in accordance with the terms and 
conditions of the Ground Lease, respectively, including the Approval of the Landlord. 

 
“Hotel Parking Garage” means, as defined in the Project Agreement, a below ground level parking 

garage containing no less than 1,000 parking spaces, including the Public Parking Spaces (with 60 degree angled 
parking with one-way traffic), subject to reduction as provided in the Project Agreement.  

 
“Hotel Personnel” means all individuals performing services at the Project employed by the Operator or 

an Affiliate of the Operator. 
 
“Hotel Project” means the convention center hotel and other improvements to be constructed by the 

Developer on land located adjacent to the City's Convention Center in accordance with the terms of the Project 
Agreement, as more fully described in the Ground Lease. 

 
“Hotel Project Improvements” means, with respect to the Ground Lease, the Hotel, the Donated 

Improvements, with respect to the Project Agreement, and all other Improvements of any kind whatsoever 
appurtenant thereto or comprising a part of any of the same and all appurtenances and amenities relating to any of 
the same. 

 
“Hotel Project Improvements Architect” means a Qualified Design Professional who enters into the 

Hotel Project Improvements Design Contract. 
 
“Hotel Project Improvements Construction Contract” means the contract to be entered into by 

Developer with the Hotel Project Improvements Contractor for the developer, design, construction and furnishing of 
all of the Hotel Project Improvements.  As of the Effective Date, the Hotel Project Improvements Construction 
Contract is the Design/Build Agreement. 

 
“Hotel Project Improvements Construction Contract Bond” has the meaning given to such term in the 

section “CONSTRUCTION OF THE HOTEL PROJECT - Project Agreement” herein. 
 
“Hotel Project Improvements Contractor” means a Qualified Contractor who enters into the Hotel 

Project Improvements Construction Contract. 
 
“Hotel Project Improvements Costs” means all costs incurred or to be incurred by Developer in order for 

Developer to fulfill its obligations under the Project Agreement, cause Final Completion to occur on or before the 
date required under the Project Agreement, including: (a) all amounts payable under any of the Construction 
Documents; (b) costs to obtain necessary easements or rights of way; (c) all development costs and fees; (d) pre-
opening expenses and working capital costs; (e) legal and other transaction and  advisory costs; (f) guarantees and 
financing related fees, including fees in connection with the Permitted Project Financing; (g) interest during 
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construction on all Permitted Project Financing; (h) general and administrative costs of Developer prior to the 
Project Completion Date, including payroll, rent and utility expense, office equipment and supplies, vehicles, 
postage and communication expenses, travel expenses and the like; (i) taxes and fees incurred by Developer in 
connection with the entering into or performing the Project Documents; (j) all other costs to design, develop, 
construct, furnish or finance (pursuant to the Permitted Project Financing only) the Project, including management 
fees and fees and expenses of architects, engineers, accountants and attorneys to complete the design, development, 
construction and financing of the Hotel Project Improvements; (k) all other costs in connection with Commencement 
of Hotel Project Operations; (l) insurance premiums; and (m) the cost of the agreement entered into with the 
Construction Monitor. 
 

“Hotel Project Improvements Design Contract” means the services contract to be executed by Hotel 
Project Improvements Contractor with the Hotel Project Improvements Architect for the design of the Hotel Project 
Improvements and preparation of the Hotel Project Improvements Plans. 

 
“Hotel Project Improvements Drawings” means the design development plans and drawings and site 

elevations for the Hotel Project Improvements delivered by Developer to the City Representative for Approval or 
confirmation, as applicable, in accordance with the terms of the Project Agreement, and which are sufficient in 
detail to allow the City Representative to determine whether the same conform to the Hotel Project Improvements 
Specifications and the Hotel Project Improvements Schematics. 

 
“Hotel Project Improvements Plans” means the detailed working construction drawings for the Hotel 

Project Improvements prepared by the Hotel Project Improvements Architect and delivered by Developer to the City 
Representative for Approval or confirmation, as applicable, in accordance with the terms of the Project Agreement, 
and which are sufficient in detail to allow the City Representative to determine whether the same conform to the 
Hotel Project Improvements Specifications and the Hotel Project Improvements Schematics. 

 
“Hotel Project Improvements Specifications” means the minimum scope of design/development 

specifications for construction of the Hotel Project Improvements at and within the Leased Premises as further 
described in the Project Agreement. 

 
“Hotel Project Improvements Schematics” means the concept drawings, schematic drawings and 

preliminary elevations which have been Approved by the City prior to the Effective Date and being more 
particularly described in the Project Agreement. 

 
“Hotel Project Improvements Work” means the design, development, construction and furnishing of the 

Hotel Project Improvements in accordance with the Project Agreement applicable Governmental Rules, the Hotel 
Project Improvements Plans, the Hotel Operating Standard and the Hotel Project Improvements Construction 
Contract, and all other work and preparations (including the Demolition Work) required to achieve Substantial 
Completion, including installation of all furniture, fixtures, equipment, systems and landscape improvements 
contemplated by the Hotel Project Improvements Plans or otherwise necessary in order to fully operate the Hotel 
Project Improvements in accordance with the Hotel Operating Standard. 

 
“Housing Packages” means the housing packages of hotels in San Antonio that the City markets to the 

Convention Clients. 
 
“HVAC Systems” means heating, vacuum, air conditioning, refrigeration and chilling systems, machinery 

and equipment. 
 
“Hyatt” or “Hyatt Corporation” means the Hyatt Corporation, a Delaware corporation. 
 
“Hyatt First-Class Hotel Standard” as defined in the Project Agreement, refers to the standard of 

construction, furnishing and equipping of the Hotel.  As respects construction, furnishing and equipping, the “Hyatt 
First-Class Hotel Standard” will mean the standard thereof (i) applicable, as of the Effective Date, to both the 
Manchester Grand Hyatt Hotel, One Market Place, San Diego, California (but only with respect to the newest tower 
and related appurtenances of such hotel as of the Effective Date) and the Hyatt Regency Denver at Colorado 
Convention Center, 555 17th Street, Denver, Colorado (provided that in the event that there is a conflict between 
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these two hotels, the Hyatt Regency Denver at Colorado Convention Center, 555 17th Street, Denver, Colorado will 
control), the both in terms of the quality of construction, furnishings and equipment, and the nature and extent of its 
amenities and facilities, such as a health club, restaurants, public space (including meeting and banquet space), back-
of-the-house, parking, exterior lighting and landscaping and (ii) without limiting the foregoing, that meets the 
minimum standards and specifications set forth in the Hyatt Hotels & Resorts Standard Design Criteria dated 
November 1, 1999 (except to the extent reflected otherwise on Appendix E of the Project Agreement), as any of the 
foregoing may be deviated from pursuant to the prior Consent of the City Representative, such Consent not to be 
unreasonably withheld.  

 
“Hyatt Hotels” means all hotels and resorts in the United States, Canada, and the islands of the Caribbean 

that are managed, operated or franchised by Hyatt or its Affiliates under the “Hyatt” name. 
 
“Hyatt Requirements” means (i) Hyatt’s standards and requirements for construction and design of full 

service hotels with a scope similar to the Required Scope of the Project, as set forth in the Hyatt Hotels and Resorts 
Standard Design Criteria, dated November 1, 1999 (the “Manual”), as modified by the Clarifications, Modifications 
and Exclusions set forth on an exhibit of the Design/Build Agreement, (ii) compliance with all Applicable Law 
including, without limitation, all Americans with Disabilities Act  (“ADA”) and the issuance of all ADA 
certifications required by any Project Requirements, (iii) conformity of the scope of the Project and all aspects of the 
Project to the Required Scope of the Project, (iv) compliance with all applicable aspects of the Manual, (v) 
compliance with the terms of the Design/Build Agreement, (vi) proper incorporation of Hyatt Proprietary Systems 
required for operation of the Project in accordance with the Design/Build Agreement, (vii) all equipment, computer 
hardware, wiring connections, software and other property necessary to operate the computers as required for 
operation of the Project, and (viii) the Supplemental Hyatt Requirements. 

 
“Impositions” means all real estate taxes, all personal property taxes and all possessory interest taxes 

imposed or assessed upon the Leased Premises (including the City's fee interest in same), the Leasehold Estate, the 
Licenses (including on any interest of Tenant or Landlord thereunder), the Licensed Areas (to the extent Tenant 
holds a taxable interest in same or to the extent the City loses its ad valorem tax exemption as a result of granting 
Tenant the License thereon), the Project Improvements or on any items of Property (including the Personalty) 
located in the Project Improvements or on or at the Premises, all use and occupancy taxes, all excises, levies, license 
and permit fees, general and special, ordinary and extraordinary, foreseen and unforeseen (including, without 
limitation, assessments for public improvements and betterment, and any mass transit, park, child care and art 
contributions, assessments or fees), that are, with respect to the Ground Lease, assessed, levied, charged, confirmed 
or imposed upon or with respect to or become payable out of or become a Lien on the Leasehold Estate, the 
Licenses, the Licensed Areas, the Project Improvements, on any items of Property (including the Personalty) located 
in the Project Improvements or on or at the Premises or the Leased Premises, or the appurtenances thereto, or for 
any use or occupation of the Premises or the Project Improvements, or such franchises, licenses and permits as may 
be appurtenant or related to the use of the Premises or the Project Improvements, this transaction or any documents 
to which Tenant is a party, creating or transferring an interest or estate in the Leasehold Estate or the Licenses, or 
any real estate taxes, assessments, excises, levies or fees, general or special, ordinary or extraordinary, foreseen or 
unforeseen, that are levied, imposed or assessed upon the fee simple estate in and to the Premises (except any tax, 
assessment, excise, levy or fee payable with respect to the receipt of Rentals or other sums under the Ground Lease).  
The term “Impositions” will not mean or include, and Landlord and not Tenant will pay, prior to delinquency, any 
municipal, state, county or Federal income, excess profits or sales taxes assessed against Landlord or any municipal, 
state, county or Federal capital, levy, estate, succession, inheritance or transfer taxes of Landlord (on a sale or other 
transfer of the fee estate in the Premises by Landlord other than a transfer to Tenant) or any franchise taxes imposed 
upon any corporate owner of the fee estate in the Premises or any part thereof; provided, however, that if, at any 
time during the Lease Term, the methods or scope of taxation or assessment of real estate prevailing on the Lease 
Commencement Date will be so changed that there will be substituted for the whole or any part of the real estate 
taxes, assessments, levies, impositions or charges now or hereafter levied, assessed or imposed on real estate and the 
improvements thereon or upon the possessory interest of Tenant in the Leasehold Estate or upon the Premises, the 
Project Improvements or any of the Personalty described above in this definition, a capital levy or other tax levied, 
assessed or imposed on any of the Rentals payable by Tenant to Landlord under the Ground Lease, then all such 
capital levies or other taxes will, to the extent that they are so substituted, be deemed to be included within the term 
“Impositions”. 
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“Improvements” means (i) all structures or other improvements of any kind whatsoever, whether above or 
below grade, whether now existing or hereafter constructed, and including  buildings, the foundations and footings 
thereof, utility installations, storage, loading and parking facilities, walkways, driveways, landscaping, signs, site 
lighting, site grading and earth movement and all fixtures, plants, apparatus, appliances, furnaces, boilers, 
machinery, engines, motors, compressors, dynamos, elevators, fittings, piping, connections, conduits, ducts and 
equipment of every kind and description now or hereafter affixed or attached to any of such buildings, structures or 
improvements and used or procured for use in connection with the heating, cooling, lighting, plumbing, ventilating 
or general operation of any of such buildings, structures or improvements, and any exterior additions, changes or 
alterations thereto or replacements or substitutions therefor. 
 

“Incentive Fee” has the meaning given to such term in the section “OPERATION OF THE HOTEL – 
Hotel Management Agreement and the Pre-Opening Services Agreement” herein. 

 
“Incentive Operator Fee” means the annual fee due to the Operator pursuant to the provisions of the 

Hotel Management Agreement which is based upon the financial performance of the Hotel Project. 
 
“Incentive Operator Fee Fund” means the Fund of such name created pursuant to the Indenture. 
 
“Indenture” means the Indenture of Trust, dated as of May 15, 2005, by and between the Issuer and the 

Trustee pursuant to which the Series 2005 Bonds are issued, together with any Supplements or amendments thereto. 
 
“Initial Preferred Equity” means the cash or other assets, aggregating $77,331,200, required to be 

contributed by the Preferred Equity Investors and used to develop, construct, equip, furnish, and open the Hotel 
Project, of which (i) $428,721 in cash will be contributed in cash by the Design/Builder on the Closing Date, (ii) 
$14,000,000 in cash will be contributed in cash by the Operator on the Closing Date, (iii) an aggregate of 
$52,331,200 in cash will be contributed in cash by Marathon pursuant to draws made by the Trustee on the 
Marathon Letter of Credit on the dates and in the respective amounts set forth in the Marathon Letter of Credit, and 
(iv) the remaining $10,571,279 will be contributed in kind by the Design/Builder in the form of deferred developer 
fees in accordance with the Design/Build Agreement.   

 
“Initial Operator” has the meaning given to such term in the section “SECURITY AND SOURCES OF 

PAYMENT FOR THE SERIES 2005 BONDS – Ground Lease and License Agreement” herein. 
 
“Insolvency Event”  means, with respect to any Person, (a) such Person's or any of its Major Subsidiaries' 

(i) failure to not generally pay its debts as such debts become due, (ii) admitting in writing its inability to pay its 
debts generally or (iii) making a general assignment for the benefit of creditors; (b) any proceeding being instituted 
by or against such Person or any of its Major Subsidiaries (i) seeking to adjudicate it a bankrupt or insolvent, 
(ii) seeking liquidation, winding up, reorganization, arrangement, adjustment, protection, relief, or composition of it 
or its debts under any law relating to bankruptcy, insolvency or reorganization or relief of debtors or (iii) seeking the 
entry of an order for relief or the appointment of a receiver, trustee or other similar official for it or for any 
substantial part of its Property and, in the case of any such proceeding instituted against such Person or any such 
Major Subsidiary, either such proceeding will remain undismissed for a period of 90 days or any of the actions 
sought in such proceeding will occur; or (c) such Person's or any of its Major Subsidiaries' taking any corporate 
action to authorize any of the actions set forth above in this definition. 

 
“Installation Certificate” means (A) with respect to the Architect, a certificate from the Architect 

certifying (in form and substance reasonably satisfactory to Hyatt and Owner and the Architect) to Hyatt and Owner 
that (1) the installation of the FF&E has been and is in accordance with the Hyatt Requirements, (2) the Project is 
fully furnished and equipped in accordance with the Filed Plans and (3) the FF&E are operational for the purposes 
for which they are intended, and (B) with respect to the Design/Builder, a certificate from the Design/Builder 
certifying (in form and substance reasonably satisfactory to Hyatt and Owner and the Design/Builder) to Hyatt and 
Owner that the fixtures, furnishings and equipment are installed and operational for the purposes for which they are 
intended. 

 
“Institutional Lender” means a foreign or national bank, savings bank, trust company, savings and loan 

association, insurance company, pension or profit sharing trust, retirement or welfare fund, real estate investment 
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trust or any other institution regularly engaged in the business of making loans secured by first mortgages on 
Property and Improvements of the size and type situated or to be situated on the Leased Premises and having a 
Tangible Net Worth (determined in accordance with GAAP, if applicable) of not less than $100,000,000.00, or any 
other lender as may be Approved by Landlord. 
 

“Insurance Agreement” means the Insurance Agreement, dated as of May 15, 2005, between the Issuer 
and the Bond Insurer pursuant which the Bond Insurer will be entitled to receive additional premium during the 
period of time that the underlying rating assigned to the Bonds by any Rating Agency is below Investment Grade. 

 
“Insurance and Condemnation Proceeds Fund” means the Fund of such name created pursuant to the 

Indenture. 
 
“Insurance Covenant” means all of the covenants and agreements of Developer with respect to insurance 

policies and coverages to be maintained by Developer pursuant to and in accordance with the Ground Lease or the 
Project Agreement, as applicable. 

 
“Insurance Plan Additional Requirements” means, in addition to the insurance requirements and 

policies set forth in the Ground Lease or the Project Agreement, as applicable, the insurance policy and coverage 
requirements set forth in an appendix of the Project Agreement and in an appendix of the Ground Lease, as 
applicable. 

 
“Insurance Premium Fund” means the Fund of such name created pursuant to the Indenture. 
 
“Insurance Proceeds” means the insurance proceeds paid pursuant to the policies of insurance required 

under the Ground Lease or the Project Agreement for loss of or damage to the Project Improvements and paid and 
delivered to the Persons specified in the Ground Lease. 

 
“Insurance Trustee” means any Leasehold Mortgagee designated to serve as Insurance Trustee under the 

Ground Lease by Notice  from Tenant to Landlord or, if no Leasehold Mortgagee then exists or if the Leasehold 
Mortgagee so designated does not satisfy the following requirements for being an Insurance Trustee, then an 
Institutional Lender having offices in the State of Texas, designated by Tenant and Approved by Landlord, but only 
if, and for so long as, any such Leasehold Mortgagee or Institutional Lender satisfies all of the following 
requirements: 

 
(a) such Person is not an Affiliate of Tenant, the Operator or any of their Principals; and  
 
(b) such Person delivers a written notice to Landlord that such Person has agreed to act as the 

Insurance Trustee under the terms of the Ground Lease and agrees for the benefit of Landlord, the Tenant, and if 
applicable, any Leasehold Mortgagee, that during all times such Person acts as the Insurance Trustee it will (x) 
receive and disburse Insurance Proceeds pursuant to the terms of the Ground Lease and (x) will notify Landlord and 
Tenant of its removal or resignation as Insurance Trustee at least 30 calendar days prior to the effective date of any 
such removal or resignation. 

 
During such periods as (i) there is no Leasehold Mortgagee, (ii) there is no Institutional Lender qualified to 

serve and then serving as Insurance Trustee or (iii) the Leasehold Mortgagee so designated does not satisfy the 
above requirements for being an Insurance Trustee and Tenant will fail to designate an Insurance Trustee in 
accordance with the above, then, in any such event, Landlord will act as Insurance Trustee. 

 
“Insured Casualty Risks” means physical loss or damage from whatever cause, including  fire and 

extended coverage, lightning, windstorm, hail, flooding, earth movement (including earthquake, landslide, 
subsidence and volcanic eruption), collapse, water damage, leakage from fire protection equipment or sprinkler 
systems, explosion (except steam boiler explosion), smoke, aircraft (including objects falling therefrom), motor 
vehicles, sonic shock wave, riot, riot attending a strike, civil commotion, sabotage, terrorism, vandalism, malicious 
mischief, theft, molten material, civil or military authority and all other peril (including resultant loss or damage 
arising from faulty materials, workmanship or design).  
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“Insured Materials and Equipment” means all materials intended for incorporation into the Premises or 
the Project Improvements, whether stored on-site or off-site, and all machinery, equipment and tools, whether 
owned, leased or borrowed and brought on-site or otherwise utilized but not incorporated into the Project 
Improvements by Tenant, the Hotel Project Improvements Contractor, a Material Additional Work Construction 
Contractor or Tenant's other contractors and subcontractors, including temporary buildings, site huts, trailers and 
offices and their contents and all other Property of the insured or in their care, custody or control while at the 
construction site or in storage facilities on- or off-site. 

  
“Interim Operator” has the meaning given to such term in the section “SECURITY AND SOURCES OF 

PAYMENT FOR THE SERIES 2005 BONDS – Ground Lease and License Agreement” herein.  
 
“Investment Grade” means an underlying rating of not less than “Baa” (with respect to Moody’s Investor 

Services) and “BBB” with respect to S&P. 
 
“Investor Equity Account” means the Account of such name in the Construction Fund created pursuant to 

the Indenture. 
 
“Investor IRR Test” is determined with respect to each Asset Transfer or Change in Control and means, 

and will be deemed to have been satisfied when, the Investor Rate of Return equals or exceeds, or will equal or 
exceed, 28% as a result of such Transfer and all amounts paid or to be paid as Preferred Equity Return or 
Subordinate Equity Return (as defined in the Indenture) under the Indenture.  Investor IRR Test is determined with 
respect to each Controlling Person of Tenant in connection with any Change in Control and with respect to Tenant in 
connection with any Asset Transfer. 

 
“Investor Rate of Return” is determined with respect to each Asset Transfer or Change in Control and for 

the annual statements required under the Ground Lease and means the rate, which is the cumulative internal rate of 
return (being the cumulative, compounding return on, and return of, capital, calculated on a before tax basis and (i) 
prior to the satisfaction of all of the requirements set forth in the Project Agreement, compounded monthly and (ii) 
after the satisfaction of all of the requirements set forth in the Project Agreement, compounded semi-annually) on 
the series of cash flows to and from the applicable Person with respect to the Hotel Project Improvements, including 
all receipts or distributions, as applicable, to the Person in question whether from the Initial Preferred Equity (as 
defined in the Indenture), the Additional Preferred Equity (as defined in the Indenture), the Subordinate Equity (as 
defined in the Indenture), the Preferred Equity Return, the Subordinate Equity Return  (as defined in the Indenture), 
the applicable Asset Transfer or Change in Control, or otherwise with respect to the Hotel Project Improvements.  
The Investor Rate of Return will be calculated giving effect to the actual timing of contributions, distributions and 
receipts, except that (i) distributions will be deemed to have been made when funds are received by Tenant and (ii) 
all amounts payable over time with respect to any Transfer will be discounted to their present value (based on the 
10-Year Taxable Treasury Rate plus 250 basis points) and deemed received on the date of the Transfer in question. 

“Issuance Costs” means the items of expense relating to the authorization, sale and issuance of the Bonds, 
which items of expense may include, without limitation: travel expenses; printing costs; costs of reproducing 
documents; computer fees and expenses; filing and recording fees; initial fees and charges of the Trustee; legal fees 
and expenses related to drafting and negotiating all Financing Documents; fees and expenses of any consultants 
retained by the Issuer or the City in connection with the issuance of the Bonds; auditing fees and expenses; fees and 
charges of the Issuer's financial advisors and Co-Bond Counsel; costs of credit ratings; and any other administrative 
or other costs of issuing such Bonds and investing the Bond proceeds. 

 “Issuer” means the City of San Antonio, Texas Convention Center Hotel Finance Corporation, a Texas 
nonprofit local government corporation created by the City pursuant to Subchapter D of Chapter 431, Texas 
Transportation Code, as amended. 

“January Basic Rental Payment Date” means the day which is the first Business Day after January 15 
during each Lease Year during the Term. 

 
“January Distribution Date” means the first Business Day immediately following the Debt Service 

Payment Date that occurs in January of each year. 
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“July Basic Rental Payment Date” means the day which is the first Business Day after July 15 during 

each Lease Year during the Term. 
 
“July Distribution Date” means the first Business Day immediately following the Debt Service Payment 

Date that occurs in July of each year. 
 
“Key Money” means, as defined in the Pre-Opening Agreement, $14,000,000 in capital investment made 

by Hyatt simultaneous with the closing of the construction loan relating to the Hotel as set forth in the Pre-Opening 
Agreement.   

 
“Key Money” means, as defined in the Ground Lease, money paid in full by the Operator to the Tenant at 

the time of execution of the Hotel Management Agreement in consideration for the Hotel Management Agreement 
and which is amortized over all or a portion of the term of the Hotel Management Agreement. 

 
“Landlord” has the meaning given to such term in the opening paragraph of the Ground Lease and, after 

Notice to Tenant in accordance with the Ground Lease of any Landlord Transfer of record of Landlord's ownership 
of fee simple title to the Premises or Landlord’s interest in the Ground Lease to a Landlord Transferee and such 
Transferee's assumption of the obligations of Landlord under the Ground Lease in accordance with the Ground 
Lease, the Transferee of Landlord.  References in the Ground Lease to “Landlord” will mean the City solely in its 
capacity as Landlord of the Premises and only for so long as it is the owner of record of fee simple title to the 
Premises. 

 
“Landlord Default” means the failure of Landlord to substantially perform or substantially observe any of 

the obligations, covenants or agreements to be performed or observed by Landlord under the Ground Lease and as 
further described in the Ground Lease. 

 
“Landlord Failure” means (a)(i) Landlord fails to timely keep, observe or perform any of Landlord's 

obligations under the Ground Lease on Landlord's part to be kept, performed or observed or (ii) Landlord or its 
Related Parties damage the Project Improvements in connection with the exercise of Landlord's right to access the 
Premises and Landlord fails to repair or restore such portion of the Project Improvements which was damaged by 
Landlord or its Related Parties and (b) either such failure has a material adverse affect on Tenant's ability to use and 
operate the Premises in accordance with the terms of the Ground Lease, then, regardless of whether such failure has 
become or is a Landlord Default.  

 
“Landlord Indemnitee” means, as defined in the Ground Lease, any Person who is a Related Party to 

Landlord. 
 
“Landlord Representative” means the City Manager for so long as the City is Landlord under the Ground 

Lease and such other persons as may be appointed by the City Council of the City as further described in the Ground 
Lease.  

 
“Landlord Transfer” mean any sale, conveyance, assignment or other transfer by Landlord of the 

Premises, the Ground Lease, the other Project Documents or any part thereof or interest therein by Landlord, 
including the grant by Landlord of any easements, licenses, rights of way or similar Encumbrances on the Premises 
which are not prohibited under the Ground Lease and on such conditions as further described in the Ground Lease. 

 
“Landlord Transferee” means a transferee of the Landlord of its interest in the Premises or any part 

thereof or interest therein, and the Ground Lease or any of the Project Documents pursuant to a Landlord Transfer.  

“Latest Permitted Date for Final Completion” means the day that is 180 days after the Date of 
Substantial Completion.  

“Lease Commencement Date” means the Effective Date. 
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“Lease Expiration Date” means the last day of the calendar year which is 75 years following the Lease 

Commencement Date, unless (i) the Tenant timely exercises the Renewal Term Option in accordance with the terms 
of the Ground Lease, in which event the term “Lease Expiration Date” will mean the last day of the Renewal Term, 
or (ii) sooner terminated pursuant to any applicable provisions of the Ground Lease, in which event such date of 
termination will be the Lease Expiration Date. 

 
“Lease Term” means the Base Term, or if the Renewal Term Option is exercised, the Base Term, as 

extended by the Renewal Term. 
 
“Lease Year” means each 12 full calendar months which comprise a calendar year during the Lease Term; 

provided, however, that (a) if the Lease Commencement Date occurs on a day other than the first day of a calendar 
year, the first Lease Year will commence on the Lease Commencement Date and conclude on the last day of such 
calendar year and (b) if the Lease Expiration Date will occur on a day other than the last day of such calendar year, 
the last Lease Year will commence on the first day of such calendar year and conclude on the Lease Commencement 
Date. 

 
“Leased Premises” means the Site and, subject to Tenant's obligation to perform the Demolition Work in 

accordance with the Project Agreement, the Existing Improvements located on the Site for the Lease Term.  Any 
reference to the “Leased Premises” will include any part or portion thereof unless the context otherwise requires. 
 

“Leasehold Estate” means the leasehold estate in the Leased Premises granted under the Ground Lease 
and all other rights, titles and interest granted under the Ground Lease except for the Licenses in the Licensed Areas. 

 
“Leasehold Mortgage” means a Mortgage covering and encumbering all, and not less than all, of the 

Project, the Leasehold Estate, the Project Improvements, Tenant's interest in the Licenses (but not Landlord's fee 
estate in the Premises), and Tenant's rights under the Ground Lease, the Project Agreement, the other Project 
Documents and the Hotel Management Agreement and which Mortgage secures a Permitted Project Financing and 
no other Debt and is otherwise permitted by, and is made in accordance with and subject to, the provisions of the  
Ground Lease. 

 
“Leasehold Mortgagee” means, for only so long as the applicable Permitted Project Financing is 

outstanding, the Permitted Project Financing Holder (or any successor or assignee of a Permitted Project Financing 
who is a Permitted Project Financing Holder or successor or assignee of a holder of Permitted Project Financing 
who is a Permitted Project Financing Holder, whether or not the original holder was a Permitted Project Financing 
Holder) who is the Mortgagee named in any Mortgage that is a Leasehold Mortgage, the beneficiary named in any 
deed of trust that is a Leasehold Mortgage or the holder of any lien or security interest named in any other security 
instrument that is a Leasehold Mortgage; provided, however, such Permitted Project Financing Holder is designated 
as a Leasehold Mortgagee in a Tenant's Notice of Project Financing delivered by Tenant to Landlord in accordance 
with the Ground Lease. 

 
“Legal Holiday” means the day, other than a Saturday or Sunday, on which the City's administrative 

offices are closed for business. 
 
“Legal Requirements” means all laws, statutes, acts (including, without limitation, the Texas Open 

Records Act, as applicable), ordinances, rules, regulations, permits, licenses, authorizations, directives, orders and 
requirements of all governments, quasi-governmental or regulatory authorities, that now or hereafter may be 
applicable to, as applicable, (i) the Hotel Project and the construction, maintenance and operation thereof, including 
those relating to employees, zoning, building, health, safety and environmental matters, and accessibility of public 
facilities, (ii) the Developer, the Operator and their business operations, and/or (iii) Issuer and the City. 

 
“Lender(s)” means any Person, not Affiliated with Owner or any Ownership Participant, providing debt 

financing secured by the Hotel, for the development, acquisition, construction, furnishing, equipping or operation of 
the Hotel, or to refinance any financing obtained for any of the foregoing purposes, and any of its successors or 
assigns. 
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“License Term” means the period of time the Licenses to the Licensed Areas are in effect and as further 

described in the Ground Lease. 
 
“Licensed Areas” means the areas or any part or portion thereof unless the context otherwise requires for 

which Licenses are given and as are further described in the Ground Lease. 
 
“Licenses” means the grant of licenses for Licensed Areas as further described in the Ground Lease. 
 
“Lien” means, with respect to any Property, any mortgage, lien, pledge, charge or security interest, and 

with respect to the Premises, the term Lien will also include any liens for taxes or assessments, builder, mechanic, 
warehouseman, materialman, contractor, workman, repairman or carrier lien or other similar liens, including 
Mechanics' Liens and Claims. 
 

“Living Wage Standard” means, if Substantial Completion of the Hotel Project Improvements occurs (i) 
in 2007, no less than $9.75 per hour worked, (ii) in 2008, no less than $10.00 per hour worked, (iii) in 2009, no less 
than $10.25 per hour worked, (iv) in 2010, no less than $10.50 per hour worked, (v) in 2011, no less than $10.75 per 
hour worked, (vi) in 2012, no less than $11.00 per hour worked, (vii) in 2013, no less than $11.25 per hour worked 
and (viii) during a calendar year after 2013, $11.25 plus $0.25 times the number of calendar years after 2013, and in 
all cases based upon the sum of the amount of gross wages paid to the employees of the Hotel plus any documented 
tips received by and distributed to employees of the Hotel.  As used in the Ground Lease, “gross wages” means any 
actual monetary compensation paid to and received by an employee for work performed at the Hotel, such as hourly 
wages, commission, bonuses, fees, and documented tips actually received by and distributed to such employee, but 
does not include compensation “in kind”, employee benefits (including health/dental/vision insurance, pension 
plans, 401(K) plans, flexible spending accounts, etc.), stock options, employee discounts, allowances (including a 
parking allowance) or meal subsidies. 

 
“Loan Agreement” means the Loan Agreement, dated as of May 15, 2005, between the Issuer and the 

Developer, together with all amendments thereto. 

“Lockbox Fund” means the Fund of such name established at the Depository Bank and created pursuant to 
the Cash Management Agreement. 

 
“Lockbox Fund Transfer Date” means, after the Opening Date, the fifth calendar day of each month or if 

such day is not a Business Day, the first Business Day immediately following the fifth calendar day of such month. 
 
“Maintenance and Repair Work” means Tenant’s obligation throughout the Lease Term to keep and 

maintain, or caused to be kept and maintained, the Premises and the Project Improvements and perform all other 
work in accordance with the requirements of the Ground Lease.  
 

“Major Subsidiary” means a Subsidiary whose Insolvency Event would have a material adverse affect on 
the financial condition or operations of the Person in question and/or the operation of the Hotel. 

 
“Management Fees” means the Basic Fee and the Incentive Fee, collectively and without distinction 

between them, and will include the proceeds of any business interruption insurance required to be paid to Hyatt with 
respect to lost Basic Fee or Incentive Fee or both. 

 
“Mandatory Contracts” means those Chain Contracts which, by the terms of such contracts, are, or by 

determination by Hyatt should be, regarded as standard for all Hyatt Hotels or all Hyatt Hotels within a business 
segment, and therefore in which participation therein by Hyatt Hotels, or those Hyatt Hotels within the applicable 
business segment, is mandatory. 
 

“Manual” has the meaning assigned to such term within the definition of the term Hyatt Requirements. 
 

“Marathon” means Marathon San Antonio Convention Hotel Partners LLC, a Delaware limited liability 
company. 
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“Marathon Equity Construction Period Return” means the compensation or return, in the aggregate 
amount of $12,000,000, which the Developer has agreed to pay to Marathon on the Closing Date in accordance with 
and pursuant to the terms of the Developer Partnership Agreement. 

“Marathon Letter of Credit” means the irrevocable, unconditional, direct-pay letter of credit provided by 
a letter of credit bank approved by the Bond Insurer, in favor of the Trustee, and delivered to the Trustee on the 
Closing Date, pursuant to which the Trustee will be permitted to draw, on certain dates and in certain amounts as set 
forth therein, a maximum of $52,331,200 thereunder for the purpose of depositing such draws into the Investor 
Equity Account of the Construction Fund. 
 

“Master Glossary” or “Master Glossary Terms” means that certain Master Glossary relating to the City 
of San Antonio, Texas Convention Center Hotel Finance Corporation Contract Revenue Bond Transaction dated as 
of May 15, 2005. 

 
“Material Additional Work” means, as defined in the Ground Lease, any Additional Work which (i) does 

not conform in any respect to the Hotel Project Improvements Specifications or the Hotel Project Improvements 
Schematics which have been approved by Landlord pursuant to the Project Agreement, (ii) alters the nature, 
character, exterior appearance or primary use of the Project Improvements or (iii) affects or impacts the City 
Improvements.  

 
“Material Additional Work Submission Matters” means all of the following: 
 
(a) The proposed Material Additional Work Construction Schedule, together with a statement of 

whether such Material Additional Work will require any Down Time as to all or any portion of the Project 
Improvements and, if so, the duration and dates of such Down Time; 

 
(b) The name and qualifications of the proposed Material Additional Work Contractor and Material 

Additional Work Architect; 
 
(c) The Material Additional Work Schematics;  
 
(d) The proposed form of the Material Additional Work Construction Bonds and the identity of the 

Qualified Sureties issuing the same to the extent such a bond is required in accordance with the Ground Lease; and 
 
(e) The Material Additional Work Plans, to confirm compliance with the Material Additional Work 

Schematics and for Approval thereof as to any City Improvements, with such Approval being to the same extent 
required under the Project Agreement. 

  
“Material Adverse Effect” means (i) a material adverse effect upon the business, operations, properties, 

assets or condition (financial or otherwise) of the Developer, the Issuer, the City, or such other Person as may be 
referenced, or (ii) the impairment in any material respect of the ability of the Developer, the Issuer, the City or such 
other Person as may be referenced to perform its non-monetary obligations under any Transaction Document, or (iii) 
if a particular item of property is referenced, a material adverse effect upon the business or operations (financial or 
otherwise) of the referenced property, or upon such referenced property’s ability to be in compliance in all material 
respects with the material terms of the Transaction Documents.  In determining whether any individual event would 
result in a Material Adverse Effect, notwithstanding that such event does not of itself have such effect, a Material 
Adverse Effect will be deemed to have occurred if the cumulative effect of such event and all other then occurring 
events and existing conditions would result in a Material Adverse Effect. 

 
“Materials” has the meaning assigned to such term within the definition of the Work. 
 
“Maximum Room Requirement” means the Developer will not be obligated to issue a Room Blocking 

Commitment that would cause the total number of rooms included in all Event Room Blocks for any particular night 
(whether attributable to one or more Event Room Blocks) to exceed 800 rooms for such night.  
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“Mechanics' Lien” means any Lien or Claim of Lien, whether choate or inchoate filed against the 

Premises, the Hotel Project Improvements, the City's interest in the Premises or the Hotel Project Improvements, the 
City, any Property of the City by reason of any work, labor, services or materials supplied or claimed to have been 
supplied on or to the Premises or the Hotel Project Improvements.  

 
“Memorandum of Lease” means the Memorandum of Ground Lease and License Agreement in the form 

attached to the Ground Lease. 
 
“Months” when used to refer to a period of time after a particular occurrence (such as months after the 

Effective Date), means the period from and after the date of that occurrence until 11:59 p.m., San Antonio time, on 
the same numerical day as the date of that occurrence but in the specified subsequent month (or, if that day does not 
occur in the specified subsequent month, then until 11:59 p.m., San Antonio time, on the last day of the specified 
subsequent month). 

 
“Mortgage” means a mortgage, a deed of trust, a security agreement or any other type of security 

instrument pursuant to which a Lien is granted to secure Debt.   
 
“Mortgagee” means the trustee and beneficiary under, and the party secured by, any Mortgage. 
 
“Net Operating Revenues” means, as calculated during any time period, the Gross Revenues collected 

during such time period less the Operating Expenses paid during such time period. 

“New Lease” means on written request of any Leasehold Mortgagee, made at any time within 30 calendar 
days after Notice from Landlord to such Leasehold Mortgagee of the termination of the Ground Lease, a new 
Ground Lease with such Leasehold Mortgagee on terms and conditions as further described in the Ground Lease. 

 
“Non-Appropriation” means the failure of an Appropriation to be made for any payment or other 

monetary obligation of the City under the Project Agreement. 
 
“Non-Hotel Units” means any residential, retail or commercial condominium units permitted by the 

Project Agreement or the Ground Lease to be constructed by the Developer or any other Person located adjacent to 
or on top of the Hotel Project but not as a part of the Hotel Project, together with all other related improvements 
including but not limited to the portion of any parking facility whish is not dedicated for public use or use by the 
Hotel Project. 

 
“Non-Retainage Items” has the meaning assigned to such term in  the section “CONSTRUCTION OF 

THE HOTEL PROJECT- Design/Build Agreement” herein. 
 
“Note” means the promissory note or notes executed by the Developer in connection with the issuance of 

the Series 2005 Bonds and any Refunding Bonds to evidence the loan from the Issuer to the Developer of proceeds 
of the Bonds. 
 

“Notice” means a written document required to be given pursuant to any provision of the Ground Lease or 
the Project Agreement with reference to the requirement of sending, mailing or delivery of any notice, Consent, 
direction, Approval, instructions, request, request, reply, advice, confirmation and other communications.  

 
“Notice of Failure to Respond” means a Notice to the City Representative and the City Manager that: 
 
(a) has been delivered by pre-paid, certified U.S. Mail with return receipt requested, nationally 

recognized overnight courier with electronic tracking or personal delivery with receipt of delivery, but not any other 
method, even though such method might otherwise be permitted pursuant to an appendix of the Project Agreement; 
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(b) states that the City Representative has failed to respond to a Review and Approval or Consent 

Right which requires the action of the City Representative (as opposed to the City) or a Wage Cost Increase Report, 
as applicable; 

 
(c) includes a full copy of the original submission made in connection with such Review and 

Approval or Consent Right or such Wage Cost Increase Report, as applicable, to which the City Representative 
failed to respond; 

 
(d) requests that the City Representative provide (1) its Approval, Consent, confirmation, disapproval 

or failure to Consent to or confirm with respect to such original submission or (2) its Approval or disapproval of 
such Wage Cost Increase Report, as applicable, within seven Business Days of the date of receipt of such Notice by 
the City Representative and the City Manager (as determined in accordance with an appendix of the Project 
Agreement); and 

 
(e) states that if the City Representative fails to respond to such Notice within seven Business Days of 

the date of receipt of such Notice by the City Representative and the City Manager, that the City Representative will 
be deemed to have given (1) its Approval, Consent or confirmation to the submission or (2) Approval as to such 
Wage Cost Increase Report, as applicable, which is the subject of such Notice. 

 
“Obligations” means pursuant to the Guaranty, collectively, all indebtedness, obligations and liabilities, 

whether or not matured or unmatured, liquidated or unliquidated, or secured or unsecured and whether or not arising 
by contract, operation of law or otherwise. 

 
“Opening Date” means the first date on which the Hotel Project is substantially complete and opens for 

business in accordance with the requirements of the Ground Lease and the Project Agreement. 
 
“Operating Accounts” means the bank accounts (including the Capital Fund, except where the context 

otherwise requires) into which all funds received from the management and operation of the Hotel, and all Owner 
contributions to Hotel working capital, will be deposited, and from which Hyatt will pay Hotel costs and expenses, 
and, where applicable, the cost of acquisition or replacement of FFE.  The Operating Accounts are continuing Hotel 
assets that will be subject to continuing and uninterrupted use by Hyatt during the Term in accordance with the 
provisions of the Hotel Management Agreement, notwithstanding the financing, sale, transfer or other disposition of 
the Hotel by Owner. 

 
“Operating Costs Set Aside Amount” means the amount to be determined by the Developer, the 

Operater, the City, and the Bond Insurer as such amount will be increased at the beginning of each Lease Year 
following the Opening Date of the Hotel Project, by a percent equal to the CPI Increase or such higher amount 
approved by the Bond Insurer. 

 
“Operating Equipment” means linens, china, glassware, silverware, uniforms and the like, excluding 

FFE. 
 
“Operating Expense Reserve Requirement” means an amount equal to $1,500,000. 
 
“Operating Expenses” means all those ordinary and necessary expenses incurred in the operation of the 

Hotel Project in accordance with and to the extent provided in the Ground Lease and the Hotel Management 
Agreement, including but not limited to Hotel Project personnel costs, the cost of maintenance and utilities for the 
Hotel Project, administrative expenses for the operation of the Hotel Project, the costs of advertising, marketing and 
business promotion for the operation of the Hotel Project, and any amounts payable to the Operator as set forth in 
the Hotel Management Agreement (other than the Incentive Operator Fee), any amounts paid by the City for 
Impositions or insurance policy premiums relating to the Hotel Project which were not paid by the Developer as 
required by the Ground Lease or by the Trustee with funds on deposit in the Property Tax Fund held under the 
Indenture, and any other costs specifically permitted in any Financing Documents to be paid as an Operating 
Expense, all as determined in accordance with the Accounting Standards. Notwithstanding the foregoing 
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description, unless expressly made an Operating Expense under a specific provision of the Ground Lease or the 
Hotel Management Agreement, the following will not constitute Operating Expenses: 

(a) depreciation and amortization on capitalized assets; 

(b) payments of principal and interest related to any indebtedness related to constructing, repairing or 
improving the Hotel Project; 

(c) costs covered by and of the Developer's or Operator's indemnity, hold harmless and defense 
agreements contained in the Ground Lease or the Hotel Management Agreement, all of which will be funded out of 
the Developer's or Operator's own funds (from whatever source, including insurance proceeds); 

(d) costs incurred by the Developer or the Operator to perform obligations, duties, covenants, 
agreements and responsibilities which, under the express terms of the Ground Lease or the Hotel Management 
Agreement, are to be funded from the Developer's or the Operator's own funds; 

(e) Capital Expenses, including, without limitation, construction costs of the Hotel Project; 

(f) Impositions, costs related to the payment of insurance premiums for insurance policies required to 
be maintained by the Developer pursuant to the Ground Lease, and Basic Rental (all of which are required to be paid 
with Net Operating Revenues in the manner provided in the Indenture); 

(g) payments made and amounts required to be paid pursuant to the Project Agreement and the 
construction agreements, and 

(h) any costs or expenses relating to the Non-Hotel Units or any common area maintenance cost that 
are allocated to the Non-Hotel Units or their limited common areas under any condominium declaration. 

 
“Operating Term” has the meaning given in “SECURITY AND SOURCES FOR PAYMENT OF THE 

SERIES 2005 BONDS – Ground Lease and License Agreement.” 
 
“Operational Analysis” means an analysis of the Hotel, as evidenced by a written report, performed by 

the Hotel Consultant which includes, at a minimum, the following: 
 
(a) an analysis of the competitive hotel market; 
 
(b) a review of the reasonableness of Operating Expenses; 
 
(c) a review of the appropriateness of capital investments and capital expenditures made by Tenant 

and the Operator with respect to the Hotel; 
 
(d) an independent assessment of the service levels of the Hotel; 
 
(e) a review of the marketing plans, prices and yield strategies of the Hotel; 
 
(f) the viability of any alternatives to the Hotel Operating Standard or any different hotel uses for the 

Premises and the Project Improvements; and 
 
(g) recommendations by the Hotel Consultant on ways to improve the relative market position of the 

Hotel in its market and in the markets in which it competes and steps that can be undertaken or implemented to 
improve the operating performance of the Hotel. 
 

“Operator” or “Manager” or “Hotel Manager” means the Person with whom Tenant from time to time 
enters into the Hotel Management Agreement or any other agreement for the management or operation of the 
Project. 
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“Operator Fees” means all fees or other payments made to the Operator pursuant to the Hotel 
Management Agreement. 

 
“Operator Requirements” has the meaning given to the section “SECURITY AND SOURCES OF  

PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein.  The definition of 
Operator Requirements may be amended or modified in connection with a Change in Use Proposal in accordance 
with the terms and conditions of the Ground Lease, including the Approval of the Landlord. 

 
“Other Project Scheduling Information” is defined within the definition of “Project Schedule.” 
 
“Outside Project Completion Deadline” has the meaning given to such term in  the section 

“CONSTRUCTION OF THE HOTEL PROJECT - Project Agreement” herein. 
 
“Outstanding” means, as of the date of determination, all Bonds issued and delivered under the Indenture 

except: (i) Bonds cancelled by the Trustee or delivered to the Trustee for cancellation; (ii) Bonds which matured and 
been paid in full or have been defeased in accordance with the provisions of the Indenture; (iii) Bonds in exchange 
for or in lieu of which other Bonds have been registered and delivered pursuant to the Indenture; and (iv) Bonds 
alleged to have been mutilated, destroyed, lost, or stolen which have been paid as provided in the Indenture. 

 
“Owner” means Hotel Investments, L.P., a Delaware limited partnership, and its successors and permitted 

assigns. 
 
“Owner Related Parties” means the Owner, and its officers, directors, employees, agents and 

representatives. 
 
“Owner’s Authorized Representative” means the single individual designated by the Owner. 

“Owner’s Costs” means (i) costs covered by the Owner’s indemnity obligation under the Design/Build 
Agreement, (ii) compensation or reimbursable costs payable to Owner’s representatives (excluding Design/Builder) 
and agents, including the Construction Monitor, (iii) title premiums and costs, survey costs, transfer and recording 
taxes, and other costs ancillary to the execution and recording of the Deed of Trust, and (iv) other costs, if any, 
expressly made the responsibility of Owner under the Design/Build Agreement. 

 
“Ownership Interest” means the interest, direct or indirect, in Owner owned by any Ownership 

Participant. 
 
“Ownership Participant” means any shareholder, partner or member of Owner or other Person holding an 

Ownership Interest in Owner who controls Owner (as “control” is defined in the term “Affiliate” above). 
 
“Participation Rentals” has the meaning given to such term in the section “SECURITY AND SOURCES 

OF  PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 
 
“Parties” or “Party” has the meaning given to such term in the Ground Lease or the Project Agreement, 

as applicable. 
 
“Pass Through Costs” means amounts collected by the Operator from Hotel Project guests and patrons on 

behalf of third parties to be remitted to such third parties, including, without limitation, gratuities and amounts 
charged to guest folios for goods or services supplied by tenants, vendors or concessionaires of the Hotel Project. 

 
“Payment Bond” and “Performance Bond” means a “Performance Bond” and a “Payment Bond” that is 

provided by the Design/Builder prior to the issuance of the Bonds (1) each in a penal sum equal to the amount of the 
Guaranteed Fixed Price, with the understanding that the Payment Bond will conform to the  requirements of 
Applicable Law, (2) each issued by a surety licensed to do business in the State of Texas and reasonably acceptable 
to Owner, (3) the Performance Bond naming the Owner and the Trustee as co-obligees and (4) each in accordance 
with the terms and conditions of the Indenture and Project Agreement. The Performance Bond will incorporate by 
reference the Design/Build Agreement in its entirety including, without limitation, the obligations of Design/Builder 
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to indemnify Owner and to pay liquidated damages for failure to cause the Project to be Substantially Complete for 
purposes of the Design/Build Agreement or required by the Design/Build Agreement.  The Payment Bond will 
satisfy all requirements necessary for a statutory payment bond. Design/Builder will enforce compliance with all 
terms and conditions of the Performance Bond and the Payment Bond. The Owner has agreed that Safeco Insurance 
Company of America is approved as the surety for the Project. 

 
“Performance Test” has the meaning given to the section “OPERATION OF THE HOTEL – Hotel 

Management Agreement and the Pre-Opening Services Agreement” herein. 
 
“Performance Test II” has the meaning given to the section “OPERATION OF THE HOTEL – Hotel 

Management Agreement and the Pre-Opening Services Agreement” herein. 
  
“Permit Fees” means the fees paid by Developer or the Hotel Project Improvements Contractor to the City 

to obtain any Governmental Authorizations with respect to the performance of the Hotel Project Improvements 
Work or the construction of the Hotel Project Improvements. 

 
“Permits” means licenses, approvals, permits, variances, authorizations, entitlements, registrations, and the 

like required by any Governmental Authority having jurisdiction over Owner or the Project. 
 
“Permitted Construction Use” means (a) demolishing the Existing Improvements, to the extent permitted 

and in accordance with the express terms and conditions of the Project Agreement, (b) designing, developing, 
constructing, furnishing and opening the Hotel Project Improvements pursuant to the terms and conditions of the 
Ground Lease and the other Project Documents, and (c) the Permitted Uses and for no other purpose, but not the 
Prohibited Uses. 

 
“Permitted Delay” has the meaning assigned to such term in the Design/Build Agreement. 
 

 “Permitted Encumbrances” means, collectively, (i) the matters listed in the Ground Lease including (a) 
any and all discrepancies, conflicts or shortages in area or boundary lines, or any encroachments, or any overlapping 
of improvements and any and all other matters that a true, correct and complete survey of the Premises would reveal, 
(b) Liens securing Impositions not yet due and payable for the year 2005 and subsequent years, (c) Market Street 
Right-of-Way and all rights of the public and the City incident thereto, (d) Site D Restrictive Covenants, (e) all 
Encumbrances of record in the Real Property Records of Bexar County, Texas as of the Effective Date and (ii) the 
Premises Reservations and all rights to use the Premises or the Project Improvements pursuant thereto. 

 
“Permitted Equity Financing” means one or more loans, together with all modifications, renewals, 

supplements, substitutions and replacements thereof entered into by any owner of a direct or indirect equity interest 
in Tenant for the sole purpose of financing either (i) such owner's or its Affiliate's contribution obligations under the 
constituent documents for Tenant or (ii) such owner's or its Affiliate's purchase of a direct or indirect equity interest 
in Tenant; provided, however, the total amount of all such financing by all owners of a direct or indirect equity 
interest in Tenant will not exceed 68% of the contributed capital in Tenant in the aggregate plus any Key Money 
received from the Operator which is not equity. 

 
“Permitted Equity Financing Holder” means any Qualified Lender that is the owner and holder of any 

component of a Permitted Equity Financing or any Qualified Lender in its capacity as trustee or agent for any such 
owners and holders of Permitted Equity Financing who are also Qualified Lenders. 

“Permitted Extension” means the extensions to which the Design/Builder is entitled to extensions of the 
Latest Permitted Date for Substantial Completion and/or the Latest Permitted Date for the Final Completion 
pursuant to the Design/Build Agreement. 

“Permitted Project Financing” means (i) the Bonds and (ii) and in the event, and only in the event, (a) no 
principal or interest on the Bonds remains outstanding and (b) Landlord, the City and the Issuer have been released 
from all of their obligations under the Financing Documents, including any obligations of the City under the 
Economic Development Agreement, any Debt of the Developer to a Qualified Lender, and no other Debt. 
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“Permitted Project Financing Holder” means the trustee for the benefit of the holder of the Bonds. 

“Permitted Security Interest” means any Lien covering any direct or indirect equity interest in Tenant 
that secures a Permitted Equity Financing and no other Debt and is otherwise permitted by, and is made in 
accordance with and subject to, the provisions of the Ground Lease. 

“Permitted Transfer” has the meaning given to such term in the section “SECURITY AND SOURCES 
OF  PAYMENT FOR THE SERIES 2005 BONDS - Ground Lease and License Agreement” herein. 

 
“Permitted Uses” means the use and occupancy of the Premises and the Project Improvements for such 

purposes as permitted and further described in the Ground Lease. 

“Person” means any individual, public or private corporation, limited or general partnership, joint venture, 
association, joint stock company, trust, limited liability company, unincorporated organization, Governmental 
Authority or any other form of entity. 

 
“Person Related to” means with respect to any other Person, the owner of an economic interest in such 

other Person or a Person in whom such other Person owns an economic interest (whether directly or indirectly) or to 
whom such other Person is related by blood or marriage. 

“Personalty” means all equipment, fixtures, machinery, furniture, furnishings and other personal property 
therein erected, constructed, installed or placed in or affixed to the Project Improvements by or on behalf of Tenant.  
 

“Petty Cash Amount” means an amount reasonably estimated by the Operator as the amount needed from 
time to time to be retained by the Operator at the Hotel Project as petty cash, which amount will be comparable to 
the amount kept by the Operator as petty cash at other hotels of comparable size and quality operated by the 
Operator. 

 
“Plan Approval Process” means the process to approve the Plans pursuant to the Design/Build 

Agreement. 
 
“Plans” means the plans, drawings, specifications and other documents, whether printed or stored as 

electronic data, setting forth in detail the requirements for construction of the Work. 
 
“Potential Tenant Default” means, with respect to the Ground Lease, either (a) any then existing uncured 

breach by Tenant which, but for the passage of time (with or without Notice thereof from Landlord, if applicable), 
would constitute a Tenant Default hereunder or (b) the then existence of any of the following:  (1) the making by 
Tenant of any general assignment for the benefit of creditors until such assignment is rescinded; (2) the filing by 
Tenant or against Tenant of a petition or proceeding to have Tenant adjudged bankrupt or of a petition or proceeding 
for reorganization or arrangement under any Governmental Rule relating to bankruptcy until the same is dismissed; 
(3) the appointment of a trustee or receiver to take possession of substantially all of the Leasehold Estate, until 
possession is restored to Tenant; or (4) the attachment, execution or other judicial seizure of substantially all of the 
Leasehold Estate, until such seizure is discharged. 

 
“Preferred Equity Investors” means the Persons that provide the Initial Preferred Equity for the purpose 

of paying a portion of the Hotel Project Improvements Costs. 

“Preferred Equity Return” means the amount of investment earnings payable to the Preferred Equity 
Investors for their contribution of Initial Preferred Equity and any Additional Preferred Equity, which amount (i) 
will be calculated at a rate equal to 12.00% per annum based on a 360-day year composed of twelve 30-day months, 
(ii) with respect to the Initial Preferred Equity, will begin to accrue at such rate on the Opening Date, (iii) with 
respect to any Additional Preferred Equity, will begin to accrue interest at such rate on the respective date such 
Additional Preferred Equity is received by (A) the Trustee for deposit in the Investor Equity Account of the 
Construction Fund, or (B) the Depository Bank for deposit in the Lockbox Fund in order to pay Operating Costs, 
(iv) will be payable solely from Net Operating Revenues deposited into the Preferred Equity Return Fund in the 
manner set forth in the Indenture, (v) will be paid to the Preferred Equity Investors on the dates and in the manner 
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set forth in the Indenture, and (vi) will not include any amortization of the original principal amount of the Initial 
Preferred Equity or Additional Preferred Equity contributed by any Preferred Equity Investor.  Notwithstanding the 
above definition, after the occurrence of the first Asset Transfer as provided in the Ground Lease, the term Preferred 
Equity Return will no longer mean and include any Additional Preferred Equity which may have been contributed 
prior to such Asset Transfer. 

“Preferred Equity Return Fund” means the Fund of such name created pursuant to the Indenture. 

“Premises” means, collectively, the Leased Premises and the Licensed Areas.  Any reference to the 
“Premises” will include any part or portion thereof unless the context otherwise requires. 

“Premises Reservations” means such reservations of Landlord, which are not a part of the Leasehold 
Estate or the Licenses, with respect to the Premises and as further described in the Ground Lease. 

 
“Pre-Opening Agreement” or “Pre-Opening Services Agreement” or “Technical Services 

Agreement” or “TSA” means the Product and Design Assistance and Pre-Opening Services Agreement being 
executed and delivered, concurrently herewith, between Design/Builder and Hyatt, setting forth the technical 
assistance and pre-opening services to be provided by Hyatt in connection with the Hotel. 

“Pre-Opening Period” means the period from the date of the Hotel Management Agreement to, but not 
including, the Opening Date. 

“Prevailing Wage Applicability Ruling” means that the construction of the Hotel Project Improvements 
is determined by the applicable Governmental Authority to be subject to the Prevailing Wage Rate Act. 

 
“Prevailing Wage Rate Act” means Chapter 2258 of the Texas Government Code. 
 
“Prevailing Wage Triggering Event” means either of the following events: (a) a final, non-appealable 

judgment is rendered in the Existing Prevailing Wage Suit that includes a Prevailing Wage Applicability Ruling or 
(b) the Attorney General issues a Prevailing Wage Applicability Ruling in a written opinion issued by the Attorney 
General at the request of an Authorized Official designated by the City. 

 
“Principals” means with respect to any Person, all other Persons that either (i) control, directly or 

indirectly, such Person or (ii) are Affiliates of such Person. 
 
“Prior Lien Convention Center Bonds” means the “City of San Antonio, Texas Hotel Occupancy Tax 

Revenue Bonds, Series 1996,” originally issued in the aggregate principal amount of $182,012,481 for the purpose 
of financing improvements to the Convention Center. 

 
“Procurement Statute” means the requirements under Governmental Rule imposed on the City to (a) 

competitively bid or otherwise procure certain contracts and (b) follow certain procedures with respect to hiring of 
contractors or the performance of construction work on Property of the City, including Chapter 252 and Chapter 271 
of the Texas Local Government Code and Chapter 2254, Subchapter A of the Texas Government Code. 

“Product and Design Assistance Services” has the meaning set forth in Pre-Opening Agreement. 

“Product and Design Services Fee” means the fee payable to Hyatt for the Product and Design Assistance 
Services as more particularly set forth in the Pre-Opening Agreement. 

“Prohibited Uses” means such uses that are not permitted on the Premises or the Project Improvements 
and as further described in the Ground Lease. 

 
“Project” means the undertaking of Developer to design, develop, finance, construct, furnish and open the 

Hotel Project Improvements and to cause the Commencement of Hotel Project Operations, all as required pursuant 
to the terms of the Project Agreement and other Project Documents. 
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“Project Account” means the Account by that name within the Construction Fund established and 
designated as such by the Indenture. 

 
“Project Agreement” means the certain Project Agreement, dated as of the Closing Date, by and between 

the City and the Developer. 
 

“Project Completion Date” means the actual date upon which the Final Completion occurs. 
 
“Project Completion Deadline” means 973 calendar days after the Effective Date, as such date may be 

extended pursuant to and in accordance with the extension provisions specified in the Project Agreement.  
 
“Project Completion Deadline Extension Period” means the right and option of Developer  to extend the 

Project Completion Deadline pursuant to the terms of the Project Agreement.  
 
“Project Documents” means the Ground Lease, the Guaranty, the Project Agreement, the Riverwalk 

Access Agreement, the Room Blocking Agreement, the Site D Restrictive Covenants, the Theatre Site Restrictive 
Covenants and all other documents, instruments and agreements entered into between the City and the Developer 
during the term of the Project Agreement pursuant to the express terms of the Project Agreement, if any, as the same 
may be amended, supplemented, modified, renewed or extended from time to time in accordance with the terms 
thereof. 

 
“Project Improvements” means, collectively, the Existing Improvements, the Hotel Project 

Improvements and any Additional Improvements. 
 
“Project Requirements” means any and all requirements, rules, restrictions, terms, conditions, limitations, 

or obligations imposed upon the Land, the Building, the Improvements, the Project, or any other component or part 
thereof, the Work, the Owner, the Design/Builder, or any Subcontractor or Consultant by any one or more of the 
following: Applicable Law, the Contract Documents (including the Project Agreement), the provisions of the 
Indenture expressly referred to in the Design/Build Agreement, the Design/Build Standard, the Hyatt Requirements, 
the Supplemental Hyatt Requirements, the Required Scope of the Project, and the Design/Build Agreement. 

“Project Schedule” means a critical path method project schedule (as same may be revised from time to 
time) for the Work, which Project Schedule will incorporate the Latest Permitted Date of Substantial Completion 
and the Latest Permitted Date of Final Completion for the Project and the entire Work. The Project Schedule will 
incorporate the following (“Other Project Scheduling Information”): (i) chart of activities; (ii) schedule of activities 
by major Project element; (iii) activities listed by early start date for each major Project element; (iv) a schedule of 
production of Plans, drawings, specifications and other Contract Documents required for the award of the 
Subcontracts and contracts of Sub-subcontractors; (v) a listing of all long-lead-time items and a schedule for the 
acquisition and delivery of such items; (vi) a schedule for the processing of shop drawings, product data and 
samples; and (vii) a detailed schedule of the periods during which each Subcontractor’s Work will be performed. 
The Project Schedule will take into consideration such matters as design services, Construction Monitor review, 
Owner-related review and approvals, and governmental approvals. 

“Property” means any interest in any kind of property or asset, whether real, personal or mixed, or 
tangible or intangible. 

 
“Property Tax Fund” means the Fund of such name created pursuant to the Indenture. 
 
“Public Areas” means the public areas on the street level and Riverwalk level of the Premises as more 

particularly described in an exhibit to the Ground Lease. 
 
“Public Parking Operating Standards” means the standards for the operation of the Public Parking 

Spaces as mutually agreed to by the Landlord Representative and Tenant (each agreeing to act reasonably) but 
which at a minimum will provide the following: (a) the Public Parking Spaces will be designated (by reasonable 
signage) and made available for use by the general public only and Tenant will cooperate with the Landlord 
Representative in connection with the operation of the Public Parking Spaces so as to accomplish same, (b) the 
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Public Parking Spaces will not be used as parking for guests or invitees of the Premises or the Project Improvements 
without the prior Consent of the Landlord Representative, such Consent not to be unreasonably withheld and (c) the 
Public Parking Spaces will be capable of being closed off (i.e., roped off) from other spaces in the Hotel Parking 
Garage. 

 
“Public Parking Spaces” means 500 contiguous parking spaces (as such amount may be reduced pursuant 

to the express terms of the Project Agreement) in the Hotel Parking Garage which are dedicated as vehicular parking 
for the general public, in accordance with the Ground Lease and the Project Agreement and which will be operated 
in accordance with the Public Parking Operating Standards.  

 
“Public Parking Spaces Buy-Down Option” has the meaning given to such term in the section 

“CONSTRUCTION OF THE HOTEL PROJECT—Project Agreement.” 
 
“Public Right-of-Way Improvements” means the Improvements described in the Public Right-of-Way 

Improvements portion of the Hotel Project Improvements Specifications, all Improvements appurtenant thereto or 
comprising a part of any of the same and all appurtenances and amenities relating to any of the same, to be 
constructed by Developer in accordance with the terms of the Project Agreement. 

 
“Public Right-of-Way Improvements Work” means the design, development and construction of the 

Public Right-of-Way Improvements in accordance with the Hotel Project Improvements Plans, the Hotel Project 
Improvements Construction Contract and the Project Agreement, and all other work and preparations required to 
cause the Public Right-of-Way Improvements to be ready for use and occupancy by the City for their intended 
purposes on a fully operational basis in accordance with all Governmental Rules, including the receipt of all 
Governmental Rules necessary to accomplish same. 

 
“Punch List” means the list setting forth the Punch List Work produced in accordance with the Punch List 

Delivery Requirements. 

“Punch List Delivery Requirements” means the requirements set forth below.  At least 60 days, and no 
sooner than 120 days, prior to the date Design/Builder believes will be the Date of Substantial Completion, 
Design/Builder will deliver to the Construction Monitor, the Technical Services Provider, the Owner, and the 
Architect a written notice specifying such date (the “Anticipated Date of Substantial Completion”). 
Design/Builder will allow the Construction Monitor, the Technical Services Provider, the Owner, and the Architect 
access to the Project 15 days prior to the Anticipated Date of Substantial Completion in order that they will have the 
opportunity to produce their punch lists including cost estimates for completion of each item in accordance with the 
Punch List Work requirements. Owner will cause Construction Monitor to produce its punch list no later than five 
days prior to the Anticipated Date of Substantial Completion, Design/Builder will cause Technical Services Provider 
and Architect to produce their punch lists no later than five days prior to the Anticipated Date of Substantial 
Completion. Design/Builder will then consolidate the punch lists by eliminating duplicative items and deliver the 
Punch List together with copies of the Construction Monitor, Technical Services Provider and Architect’s original 
punch lists to the Construction Monitor three days prior to the Anticipated Date of Substantial Completion. The 
Construction Monitor will then certify to the Trustee the total estimated cost of the Punch List Work to be applied to 
the calculation of the Final Retainage as set forth in the Design/Build Agreement. 

“Punch List Work” means Work which is of a minor nature, or otherwise permitted to be completed after 
Date of Substantial Completion pursuant to the Design/Build Agreement and the Project Agreement, which may 
include the completion of up to 5% of the guest rooms of the Project, the non-completion of which will not prevent 
commencement of the Hotel Project Operations (as defined in the Project Agreement) or unreasonably interfere with 
or disrupt (i) the opening of the Project to the general public, (ii) the safe operation and use thereof by Hotel 
Personnel without material disruption by the Subcontractors performing such minor Work, (iii) the use of all guest 
rooms for the purposes intended or (iv) the issuance of the Certificate of Occupancy. 

 
“Purchasing Company” means any company or companies designated by Hyatt from time to time, which 

may or may not be a Hyatt Affiliate, to provide purchasing services to Hyatt Hotels as described in the Hotel 
Management Agreement. 
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“Qualified Contractor” means a general contractor that, on the date its name and qualifications are 
submitted to the City, and if such general contractor thereafter becomes (or replaces the prior) the Hotel Project 
Improvements Contractor, at all times until Final Completion, satisfies all of the following criteria: 

 
(a) licensed and otherwise in compliance with all applicable Governmental Rules to do business and 

act as a general contractor in the State of Texas and the City of San Antonio for the type of work proposed to be 
performed by such contractor; 

 
(b) possessed of the capacity to obtain payment and performance bonds in the full amount of the 

pertinent construction contract, including the Hotel Project Improvements Construction Contract Bonds, including 
the Hotel Project Improvements Construction Bonds, from a Qualified Surety; 

 
(c) well experienced as a general contractor in comparable work; and 
 
(d) neither such general contractor nor its Affiliate is in default under any material obligation to the 

City under any other contract between such general contractor or its Affiliate and the City. 
 
“Qualified Design Professional” means an architect that, on the date its name and qualifications are 

submitted to the City, and if such architect thereafter becomes Hotel Project Improvements Architect, at all times 
until Final Completion, satisfies all of the following criteria: 

 
(i)  licensed and otherwise in compliance with all applicable Governmental Rules to do business and 

act as an architect in the State of Texas and in the City of San Antonio, Texas for the type of work proposed to be 
performed by such architect; 

 
(ii)  well experienced as an architect in comparable work; and 
 
(iii) neither such architect nor any of its Affiliates is in default under any material obligation to the 

City under any other contract between such architect or any of its Affiliates and the City. 
 
“Qualified Lender” means a Person (of good character and repute) which is: a state or federally chartered 

savings bank, savings and loan association, credit union, commercial bank or trust company or a foreign banking 
institution; an insurance company organized and existing under the laws of the United States or any state thereof or a 
foreign insurance company; an institutional investor such as a publicly held real estate investment trust, an entity 
that qualifies as a “REMIC” under the Code or other public or private investment entity which at the date of the 
Ground Lease or in the future, is in the business of investing in real estate assets; a brokerage or investment banking 
organization;  an employees' welfare, benefits, pension or retirement fund; an institutional leasing company; any 
governmental agency or entity insured by a governmental agency; or any combination of the foregoing; provided, 
however, no such Person may be a Qualified Lender for purposes of the Ground Lease or any other Project 
Document if (i) such Person is (x) a Guarantor (but only during the period of its Guaranty) or a Controlling Person 
of Tenant, an Affiliate of any of the foregoing or an Affiliate of Tenant or (y) the Operator or an Affiliate of the 
Operator or (ii) during the seven years preceding the date in question, any of the following events have occurred 
with respect to such Person or any Affiliate of such Person unless the same will have been subsequently reversed, 
suspended, vacated, annulled, or otherwise rendered of no effect under applicable Governmental Rule: 

 
(a) The initiation of any federal or state bankruptcy or insolvency proceeding by or against, or the 

appointment of a receiver, conservator, physical agent or similar officer for the business or assets of any such 
Person; or  

 
(b) The conviction of such Person or its Affiliate in a federal or state felony criminal proceeding 

(including a conviction entered on a plea nolo contendere but excluding traffic violations and other minor offenses) 
or such Person or its Affiliate is a defendant in a felony criminal proceeding (excluding traffic violations and other 
minor offenses) that is pending. 

 
“Qualified Operator” means a nationally recognized hotel operator (or, if its parent company has and 

continues to unconditionally guarantee the full payment and performance of all of such hotel operator's obligations 
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under or in connection with the Hotel Management Agreement, such parent company meets) that (a) as of the 
effective date of the Hotel Management Agreement then in effect, operates, on a full-service basis, either directly or 
through Subsidiaries at least three Comparable Hotel Properties; (b) meets, as of the effective date of the Hotel 
Management Agreement then in effect, the Qualified Operator Financial Test as of the end of the fiscal quarter 
ending immediately preceding such date; and (c) an Insolvency Event  with respect to such hotel operator or, in the 
case of the foregoing guaranty, its parent company does not then exist.  Additionally, an Affiliate of any entity 
meeting the foregoing criteria will be a Qualified Operator, provided that the applicable entity meeting the foregoing 
criteria becomes or remains liable for the obligations of the “Operator” under the Hotel Management Agreement. 

 
“Qualified Operator Financial Test” means for any Person as of the end of any fiscal quarter for such 

Person a Tangible Net Worth of at least $25,000,000.00 as of the end of the most recently ending fiscal year.  All 
calculations for determining the Qualified Operator Financial Test will be based upon the consolidated accounts of 
such Person and its Subsidiaries in accordance with GAAP. 

 
“Qualified Surety” means any surety which has been approved by the Leasehold Mortgagee (and if none, 

by the City), and which has an Alfred M. Best Company, Inc. rating of “A” or better and a financial size category of 
not less than “VIII” (or, if Alfred M. Best Company, Inc. no longer uses such rating system, then the equivalent or 
most similar ratings under the rating system then in effect, or if Alfred M. Best Company, Inc. is no longer the most 
widely accepted rater of the financial stability of sureties providing coverage such as that required by the Project 
Agreement, then the equivalent or most similar rating under the rating system then in effect of the most widely 
accepted rater of the financial stability of such insurance companies at the time). 

 
“Quiet Day” means during the term of the Project Agreement after the commencement of construction of 

the Hotel Project Improvements Work, each calendar day upon which Developer has been prohibited by the City 
from undertaking any construction activity on the Premises which creates noise or an offsite life safety risk for at 
least four consecutive hours pursuant to the protocol established in accordance with the Project Agreement. 

 
“Rating Agency” means one or more nationally recognized credit rating agency then maintaining a rating 

on the Bonds at the request of the Issuer or the City. 
 
“Reasonable and Prudent Hotel Operator” means an operator of hotel projects similar in scope, size and 

complexity to the Project Improvements seeking to perform its contractual obligations and in so doing and in the 
general conduct of its undertakings exercises that degree of skill, diligence, prudence and foresight which would 
reasonably and ordinarily be expected from a skilled and experienced Qualified Operator of Comparable Hotel 
Properties complying with all Governmental Rules and engaged in the same type of undertaking. 
 

“Rebate Analyst” means a certified public accountant, financial analyst or Bond Counsel, or any firm of 
the foregoing, or financial institution (which may include the Trustee) experienced in making the arbitrage and 
rebate calculations required pursuant to Section 148 of the Code and retained by the Developer to make the 
computations required under the Indenture or any Supplemental Indenture.  

“Rebate Fund” means the Fund of such name created pursuant to the Indenture. 
 
“Record Date” means the last Business Day of the month immediately preceding any Debt Service 

Payment Date. 
 
“Redemption Dates” means the date upon which any Bonds are to be redeemed prior to their respective 

fixed maturities pursuant to any optional or mandatory redemption provision of the Indenture or any Supplemental 
Indenture. 

“Redemption Price” means, with respect to any Bond, the amount, including any applicable premium, 
payable upon the optional or mandatory redemption thereof, as provided in the Indenture or any Supplemental 
Indenture. 
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“Refunding Bonds” means any bonds or other obligations issued by the Issuer as permitted by, and in 

accordance with the provisions of, the Indenture for the purpose of refunding any outstanding Series 2005 Bonds or 
previously issued Refunding Bonds. 

 
“Refurbishing Program” means (i) any program for replacement of or additions to a major portion of 

FFE as part of a program to renovate a block of not less than 100 guest rooms and suites; (ii) any program of 
replacement of carpeting, furnishings, fixtures or wall coverings in 25% or more of the Hotel public space, such as 
lobbies, guest room corridors, restaurants, banquet and meeting rooms and pre-function areas; or (iii) any material 
change in theme of any Hotel restaurant or bar. 

 
“Registered Owner” means the registered owner of any Bond as shown on the Register maintained by the 

Trustee.  
 
“Registrar” means, with respect to the Series 2005 Bonds, the Trustee, and the successor or successors 

appointed pursuant to and meeting the requirements of the Indenture. 
 
“Related Party” or “Related Parties” means such Person's partners, directors, officers, shareholders, 

members, agents, employees, auditors, advisors, consultants, servants, counsel, contractors, subcontractors (of any 
tier), lenders, successors, assigns, legal representatives, elected and appointed officials, volunteers and Affiliates, 
and for each of the foregoing their respective partners, directors, officers, shareholders, members, agents, 
employees, auditors, advisors, counsel, consultants, contractors, subcontractors, licensees, sublicensees, lessees, and 
sublessees. 

 
“Renewal Term” has the meaning given to such term in the section “SECURITY AND SOURCES OF 

PAYMENT FOR THE SERIES 2005 BONDS – Ground Lease and License Agreement.” 
 
“Renewal Term Option” means the right and option of the Developer to extend the Lease Term for one 

additional term of 15 years and as further described in the Ground Lease. 
 

“Rentals” means the following rentals as and when specified below, which the Tenant covenants and 
agrees to pay to Landlord:  (i) Basic Rentals, (ii) Participation Rentals, and (iii) Additional Rentals.   
 

“Request” means a written certificate, statement, request, requisition or order signed in the name of the 
Developer by an Authorized Developer Representative (which instrument and supporting opinions or 
representations, if any, may, but need not, be combined in a single instrument with any other instrument, opinion or 
representation, and the two or more so combined will be read and construed as a single instrument). 

“Required Monthly FF&E Deposit Percentage” means the percentage of Gross Revenues which is 
required to be deposited, pursuant to the Indenture, into the FF&E Fund each month during a Lease Year from Net 
Operating Revenues on deposit in the Revenue Fund in the respective amounts and during the respective periods as 
follows: 

Applicable Payment Period:    Percentage of Gross Revenues: 
 
First 12 months after Opening Date 
(rounded to nearest whole-month)     1% 
Next 12 months       2% 
Next 12 months       3% 
Thereafter       4%; 

 
provided, however, commencing with the Lease Year during which the tenth anniversary of the Opening Date of the 
Hotel Project occurs, and every second Lease Year thereafter, in the event the Debt Service Coverage Amount for 
the last complete Lease Year is less than two times the annual Debt Service for such Lease Year, the percentage of 
Gross Revenues required to be deposited monthly into the FF&E Fund during the ensuing Lease Year will increase 
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to 5% or to such higher percentage as will be recommended by the FF&E Consultant pursuant to the Loan 
Agreement, and such percentage will continue until the Debt Service Coverage Amount for a complete Lease Year 
is greater than two times the annual Debt Service for such Lease Year or until the amount on deposit in the FF&E 
Fund equals the amount recommended to be on deposit therein by the FF&E Consultant as provided in the Loan 
Agreement, whichever occurs first. 

 
“Required Scope of the Project” means the scope of work reflected in the summary description of the 

Project set forth on an exhibit to the Design/Build Agreement. 

“Requisition Requesting Disbursement of Issuance Costs” means the written requisition, in substantially 
the form attached to the Indenture as one of the exhibits, required to be submitted to the Trustee in accordance with 
the provisions of the Indenture for the purpose of paying Issuance Costs from the Construction Fund. 

“Requisition Requesting Disbursement of Project Costs” means the written requisition, in substantially 
the form attached to the Indenture as one of the exhibits, required to be submitted to the Trustee in accordance with 
the provisions of the Indenture for the purpose of paying Hotel Project Improvements Costs from the Construction 
Fund. 

 
“Reserve Fund Credit Facility” means a Credit Facility which (i) may not be terminated by the Credit 

Provider providing such Credit Facility prior to the final maturity date of the series  of Bonds in connection with 
which such Credit Facility was issued, and (ii) may be drawn upon demand by the Issuer or the Trustee to provide 
funds to pay Debt Service on such Bonds in the event moneys on deposit in the Debt Service Fund are insufficient to 
make such payment. 

“Reserve Fund Requirement” means an amount equal to the maximum Debt Service payable on all 
Bonds during any Lease Year, calculated as of the date of issuance of the Series 2005 Bonds and any Refunding 
Bonds. 

 
“Residual Amount” means the following: 
 
(a) For so long as the Bonds remain outstanding, and only for so long, the amount that the Trustee is 

obligated pursuant to the Indenture to transfer to the Revenue Sharing Fund but for the failure of the Trustee to 
comply with the other terms and provisions of the Indenture; and 

 
(b) When the Bonds no longer remain outstanding, the amount by which the Net Operating Revenues 

for such Lease Year (or a portion thereof) less, to the extent same are not included in Operating Expenses, 
reasonable and customary payments to reserve funds for taxes, insurance and ff&e (furniture, fixtures & equipment) 
that a Reasonable and Prudent Hotel Operator would customarily make in accordance with the Hotel Operating 
Standard exceed the sum of the Basic Rentals payable during such Lease Year. 

 
“Residential Condominiums” has the meaning given to such term in the section “CONSTRUCTION OF 

THE HOTEL PROJECT—Project Agreement.” 
 
“Residential Units” means the privately owned residential condominium units above the Hotel Project 

that the Developer desires to construct.   
 
“Responsible Officer of the Trustee” means the chairman or vice chairman of the board of directors of 

the Trustee, the chairman or vice chairman of the executive committee of said board, the president or any vice 
president, the secretary or any assistant secretary, the treasurer or any assistant treasurer, the cashier or any assistant 
cashier, any trust officer or assistant trust officer, the controller or any assistant controller or any other officer of the 
Trustee customarily performing functions similar to those performed by any of the above designated officers and 
also means, with respect to a particular corporate trust matter, any other officer of the Trustee to whom such matter 
is referred because of that officer’s knowledge of and familiarity with the particular subject. 

 
“Restricted Area” means the geographical area designated as the city limits of the City of San Antonio at 

the time the Hotel Management Agreement is executed.  
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“Retainage” means, as defined in the Design/Build Agreement, the Design/Builder and the Owner agree to 
a 10% retainage of all progress payments under the Design/Build Agreement prior to the date on which 50% of the 
contract value has been completed and 5% retainage thereafter . 

“Revenue Fund” means the Fund of such name created pursuant to the Indenture. 

“Revenue Sharing Fund” means the Fund of such name created pursuant to the Indenture. 
 
“RevPar Competitive Set” means at least four hotels in the Hotel's immediate market area that are most 

comparable to the Hotel in quality, price and market position (with due consideration given to age, quality, size, 
amenities, amount of meeting space and business mix) and determined in accordance with this definition. All 
determinations as to which hotels are to be included in the RevPar Competitive Set, other than the RevPar 
Competitive Set as of the Effective Date, shall be made by the mutual agreement of the Landlord Representative and 
the Tenant or, if the Parties are unable to reach agreement, as determined by an independent nationally recognized 
hospitality industry consultant that is selected by the Landlord Representative and Approved by Tenant, such 
Approval not to be unreasonably withheld, and who in all events meets the qualifications of a Hotel Consultant.  The 
hotels comprising the RevPar Competitive Set will be updated in accordance with the foregoing on the first day of 
the first Lease Year after the commencement of the Operating Term and on such day every five Lease Years 
thereafter during the remainder of the Lease Term.  As of the Effective Date, the RevPar Competitive Set shall be 
the Marriott Rivercenter, the Marriott Riverwalk, the Hyatt Regency, the Westin Riverwalk and the Hilton Palacio 
Del Rio, all located in the central business district of San Antonio, Texas. 

 
“RevPar of the Competitive Set” means the average daily room rate of the RevPar Competitive Set for 

the Lease Year in question multiplied by the average occupancy percentage of the RevPar Competitive Set for the 
Lease Year in question. 

 
“RevPar of the Hotel” means average daily room rate of the Hotel for the Lease Year in question 

multiplied by the average occupancy percentage of the Hotel for the Lease Year in question. 
 
“RevPar Penetration of the Hotel” means, for the Lease Year in question, the RevPar of the Hotel for 

such Lease Year divided by the RevPar of the Competitive Set for such Lease Year. 
 
“Riverwalk” means the public right-of-way adjacent to the San Antonio River and typically being eight 

feet wide on each side of the San Antonio River. 
 
“Riverwalk Access Agreement” means that certain Riverwalk Access Agreement by and between 

Landlord and Tenant dated as of the Effective Date pursuant to which Landlord has granted Tenant a license to use 
the land lying between the Theatre and the Riverwalk and located adjacent to and to the south of the Premises on the 
Riverwalk level of the Hotel, for the limited purpose of holding certain events in accordance with a booking 
procedure, all as more particularly described therein.  

 
“Riverwalk Improvements” means the Improvements described in Riverwalk Improvements portion of 

the Hotel Project Improvements Specifications, all Improvements appurtenant thereto or comprising a part of any of 
the same and all appurtenances and amenities relating to any of the same, to be constructed by Developer on the 
Adjacent Riverwalk Improvements Site in accordance with the terms of the Project Agreement. 

 
“Riverwalk Improvements Work” means the design, development and construction of the Riverwalk 

Improvements in accordance with the Hotel Project Improvements Plans, the Hotel Project Improvements 
Construction Contract and the Project Agreement, and all other work and preparations required to cause the 
Riverwalk Improvements to be ready for use and occupancy by the City for their intended purposes on a fully 
operational basis in accordance with all Governmental Rules, including the receipt of all Governmental Rules 
necessary to accomplish same. 

 
“Room Blocking Agreement” means the Room Blocking Agreement dated as of the Effective Date by 

and between the City and Developer and acknowledged by the Operator, as the same be amended, supplemented, 
modified, renewed or extended from time to time in accordance with the terms thereof. 
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“Room Blocking Commitments” means a firm commitment made by the Developer in response to a City 

Room Block Request to make available on a first option, tentative basis, blocks of rooms for lodging at the Hotel by 
attendees of a Convention Client (i) subject to the Room Blocking Agreement, in at least the number estimated and 
for the nights specified in the City Room Block Request, (ii) in accordance with the terms and provisions of the 
Room Blocking Agreement and (iii) in substantially the same form from time to time reasonably required by the 
City. 

“Room Reduction Proposal” means in the event a Convention Facility Closure has occurred and is 
continuing at any time during the Lease Term, the submission by Tenant to Landlord, and, during the Bond 
Insurance Period only, the Bond Insurer for its or their (as applicable) Approval, such Approval not to be 
unreasonably withheld, a detailed written proposal for a reduction in the number of separately keyed hotel rooms in 
the Project that Tenant is required to continuously operate in accordance with the requirements of the Ground Lease.  

 
“Rosemont” means Rosemont Project Management, LLC, an Affiliate of Hyatt. 
 
“Safeco” means Safeco Insurance Company of America. 
 
“SBEDA Policy” means Small Business Economic Development Advocacy Policy.  
 
“Senior Executive Personnel” means the individuals employed from time to time as the general manager, 

the director of sales, the director of rooms, the controller, the director of food and beverage, and the revenue 
manager of the Hotel (or serving such functions, regardless of the specific titles given to such individuals). 

 
“Series 2005 Bonds” means, collectively, the Series 2005A Bonds and the Taxable Series 2005B Bonds. 

 
“Series 2005 Reserve Fund Credit Facility” means, the Reserve Fund Credit Facility issued by Ambac 

Assurance Corporation to provide a portion of the funds required to satisfy the Reserve Fund Requirement on the 
date of issuance of the Series 2005 Bonds. 

“Series 2005A Bonds” means the City of San Antonio, Texas Convention Center Hotel Finance 
Corporation Contract Revenue Empowerment Zone Bonds, Series 2005A, initially issued and delivered in the 
aggregate principal amount of $129,930,000. 

“Series 2005A Capitalized Interest Account” means the Account of such name in the Debt Service Fund 
created for the Series 2005A Bonds pursuant to the Indenture. 

“Series 2005A Costs of Issuance Account” means the Account of such name in the Construction Fund 
created for the Series 2005A Bonds pursuant to the Indenture. 

“Series 2005A Project Account” means the Account of such name in the Construction Fund created for 
the Series 2005A Bonds pursuant to the Indenture. 
 

“Service Provider” means, as used in the Consent, Subordination & Attornment Agreements,  each of the 
Design/Builder and the Operator. 

 
“Services” has the meaning assigned to such term within the definition of the term “Work” herein. 
 
“Sinking Fund Installment” means as of any particular date of calculation and with respect to any Series 

of Bonds, the amount of money to be applied as the Redemption Price of Bonds subject to mandatory sinking fund 
redemption prior to maturity pursuant to the Indenture or the Supplemental Indenture for such Series, as such 
Sinking Fund Installment will have been previously reduced by the principal amount of such Series of Bonds which, 
prior to the date of the mailing of notice of such mandatory sinking fund redemption, (i) will have been acquired by 
the Issuer and delivered to the Trustee for cancellation, (ii) will have been purchased and canceled by the Trustee at 
the request of the Issuer, or (iii) will have been redeemed pursuant to any optional or extraordinary mandatory 
redemption described in the Indenture and not theretofore credited against a mandatory redemption requirement. 
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“Sinking Fund Installment Date” means any date on which a Sinking Fund Installment will be due and 
payable pursuant to the Indenture. 
 

“Site” means the real property described on an exhibit to the Ground Lease, together with the subterranean 
rights below the real property described on such exhibit of the Ground Lease, all as more particularly described by 
metes and bounds in such exhibit. 

 
“Site D” means the real property described on an exhibit to the Ground Lease. 
 
“Site D Restrictions” has the meaning given to such term in the section “OPERATION OF THE HOTEL 

PROJECT – Site D Restrictive Covenants.” 
 
“Site D Restrictive Covenants” means that certain Site D Restrictive Covenants executed by the City and 

dated as of the Effective Date encumbering Site D with the Site D Restrictions.  
 
“Space Lease” means a lease, sublease, license, concession or other occupancy agreement for the use or 

occupancy of space or the location of any business or commercial operations in or on the Premises or the Project 
Improvements, or any part thereof, but not any Hotel Management Agreement.   

 
“State” means the State of Texas. 

“Subcontract” means a written or oral contract between any two or more of the following: the 
Design/Builder, Subcontractor or a Consultant. 

“Subcontractors” means any subcontractor, laborer, supplier, distributor, vendor, manufacturer or 
materialman other than Consultants who enters into a contract with the Design/Builder (or another Subcontractor or 
a Consultant) to provide any portion of the Work. 

 
“Subordinate Equity” means, applicable only after an Asset Transfer or Change in Control, an amount 

equal to (i) (A) the purchase price of the Hotel Project resulting from an Asset Transfer, less (B) the principal 
amount of all Outstanding Bonds, and less (C) the Initial Preferred Equity, plus (ii) the cash or other liquid assets 
contributed after an Asset Transfer or Change in Control by any Subordinate Equity Investors for the construction or 
acquisition of capital improvements to the Hotel Project or to pay Operating Expenses. 

 
“Subordinate Equity Investors” means the Persons that provide Subordinate Equity. 
 
“Subordinate Equity Return” means the amount of investment earnings payable to the Subordinate 

Equity Investors for their investment of Subordinate Equity, which amount (i) will be calculated at a rate equal to 
12.00% per annum based on a 360-day year composed of twelve 30-day months, (ii) with respect to the Subordinate 
Equity resulting from an Asset Transfer, will begin to accrue interest at such rate on the effective date of the Asset 
Transfer (as determined by the Ground Lease), (iii) with respect to any other Subordinate Equity, will begin to 
accrue at such rate on the respective date such Additional Preferred Equity is received by (A) the Trustee for deposit 
in the Investor Equity Account of the Construction Fund, or (B) the Depository Bank for deposit in the Lockbox 
Fund in order to pay Operating Costs, (iv) will be payable solely from Net Operating Revenues deposited into the 
Subordinate Equity Return Fund in the manner set forth in the Indenture, (v) will be paid to the Subordinate Equity 
Investors on the dates and in the manner set forth in the Indenture, and (vi) will not include any amortization of the 
original principal amount of Subordinate Equity contributed (or deemed contributed as a result of an Asset Transfer) 
by any Subordinate Equity Investor. 

 
“Subordinate Equity Return Fund” means the Fund of such name created pursuant to the Indenture. 
 
“Subordinate Lien Convention Center Bonds” means, collectively, the “City of San Antonio, Texas 

Hotel Occupancy Tax Subordinate Lien Revenue Refunding Bonds, Series 2004A,” originally issued in the 
aggregate principal amount of $10,390,000, and the “City of San Antonio, Texas Hotel Occupancy Tax Subordinate 
Lien Revenue and Refunding Bonds, Series 2004B,” originally issued in the aggregate principal amount of 
$111,425,000. 
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“Subrent” means any rent, charge or other compensation payable pursuant to a Space Lease. 
 
“Subsidiary” means, for any Person, any corporation, partnership or other entity of which at least a 

majority of the securities or other ownership interests having by the terms thereof ordinary voting power to elect a 
majority of the board of directors or other Persons performing similar functions of such corporation, partnership or 
other entity (irrespective of whether or not at the time securities or other ownership interests of any other class or 
classes of such corporation, partnership or other entity will have or might have voting power by reason of the 
happening of any contingency) is at the time directly or indirectly owned or controlled by such Person. 

 
“Substantial Completion” means, as defined in the Project Agreement (A) the substantial completion of 

the design, development, construction and furnishing of the Hotel Project Improvements Work substantially in 
accordance with the Hotel Project Improvements Specifications, the Hotel Project Improvements Schematics, the 
Hotel Project Improvements Drawings and the Hotel Project Improvements Plans (all as Approved by the City or the 
City Representative, as applicable, pursuant to the terms of the Project Agreement, as and if required), the Hotel 
Operating Standard and all applicable Governmental Rules and substantially in accordance with the requirements for 
the same contained in the Project Agreement such that, subject only to minor punch-list type items, all such work 
and Improvements are substantially complete and, regardless of such punch-list type items, all of the Hotel Project 
Improvements are ready for use and occupancy for their intended purposes and are operational in accordance with 
the Hotel Operating Standard, (B) the Commencement of Hotel Project Operations and the issuance of all necessary 
Governmental Authorizations in connection with same and (C) the donation by Developer to the City of the Donated 
Improvements, free and clear of all rights, titles, Liens, security interests, claims and other interests of any Person 
(other than Encumbrances existing of record as of the Effective Date or expressly created under any of the Project 
Documents and other Liens, security interests, Claims or other Encumbrances expressly permitted by the City or 
arising by, through or under the City, but not otherwise). 
 

“Substantial Completion Certificate” means a written certification that the Developer will deliver to the 
City Representative, on or before the Project Completion Deadline, which has been executed by a Responsible 
Officer of Developer, which certificate states that (i) that Substantial Completion occurred on or before the Project 
Completion Deadline, along with such documentation as is necessary (or as the City Representative may reasonably 
require) to substantiate same, including an AIA Substantial Completion Certificate (on the G704-2000 Certificate of 
Substantial Completion form or such successor AIA form if such form is no longer available) from the Hotel Project 
Improvements Architect, (ii) that Commencement of Hotel Project Operations occurred on or before the Project 
Completion Deadline, and (iii) the date upon which Substantial Completion (including Commencement of Hotel 
Project Operations) actually occurred. 

 
“Substantially All of the Project Improvements” means the Project Improvements have been deemed 

damaged or destroyed by Casualty if the cost of repairing or restoring the damaged or destroyed portion of the 
Project Improvements for the Permitted Uses for which the Project Improvements are being used immediately prior 
to such Casualty will exceed (i) if such damage or destruction occurs prior to the final five Lease Years of the Lease 
Term, 25% of the fair market value of all of the Project Improvements immediately prior to such Casualty or (ii) if 
such damage or destruction occurs during the final five Lease Years of the Lease Term, the cost of razing the Project 
Improvements as required upon a termination of the Ground Lease pursuant to the Ground Lease.  

 
“Substantially All of the Premises and the Project Improvements” means the Premises and the Project 

Improvements have been deemed to be taken if, by reason of the taking of title to the Premises and the Project 
Improvements or any portion thereof by Condemnation Action (whether a permanent taking or a temporary taking 
that is for one year or more in the aggregate) in Landlord's and Tenant's reasonable business judgment (i) the 
untaken portion cannot (taking into account the amount of the Condemnation Award available for restoration) be 
practically and profitably used or converted, due to economic conditions, physical constraints, Governmental Rules, 
provisions or requirements of any insurance policy required to be maintained by Tenant, or the terms, conditions, 
covenants and restrictions in any documents or instruments of record or the Ground Lease or any other Project 
Documents, for use for the purposes for which the Premises and the Project Improvements are being used 
immediately prior to such taking or (ii) the portion of the Project Improvements taken by Condemnation Actions 
exceeds 25% of the fair market value of the entire Project Improvements immediately prior to the Condemnation 
Action.  
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“Substantially Complete” or “Substantial Completion” each means, as defined in the Design/Build 

Agreement, the required finished condition of the Project on the Date of Substantial Completion. 
 
“Successor Manager” means any Person (including Owner or any Affiliate of Owner) designated by 

Owner as the manager and operator of the Hotel to succeed Hyatt upon expiration or earlier termination of the Hotel 
Management Agreement. 

 
“Supplemental Hyatt Requirements” means the layout of the public and guest room areas of the Project 

(including, the number and size of guest rooms and the public areas and facilities), the layout, design, fixturing and 
equipping of the kitchens, laundry and main central mechanical and electrical systems, the public circulation system 
(including, vertical transportation systems), life/safety support systems, all security systems (including, locks, safe 
deposit boxes, surveillance and security communication systems) and telephone, computer hardware for data 
processing and other computer systems and Project signage (including, outdoor signs). 

 
“Supplemental Indenture” means any indenture supplemental to or amendatory of the Indenture, entered 

into by the Issuer and the Trustee in accordance with the Indenture.  
 
“Surplus Revenue Fund” means the Fund of such name created pursuant to the Indenture. 

 
“Systems” include, but are not limited to, all fixtures, equipment, pipes, lines, wires, ducts, vents, computer 

cables, security system cables, monitoring system cables, conduits, and other systems and facilities used in the 
production, heating, cooling and/or transmission of air, water, gas, electricity, communications, waste water, 
sewage, and audio and video signals, elevators and escalators. 

 
“Tangible Net Worth” means, for any Person as of any date on which the amount thereof is being 

determined, the stockholders' equity of such Person determined in accordance with GAAP, minus the sum of (a) the 
amount of any write−up in the book value of any assets resulting from the revaluation thereof, or any write−up in the 
excess of the cost of the assets acquired, and (b) the aggregate of all residual values and intangible assets appearing 
on the asset side of that Person's statement of financial position (balance sheet) including  all amounts for goodwill, 
patents, patent rights, trademarks, trade names, copyrights, design rights, franchises, bond discounts, underwriting 
expenses, treasury stock, organization expense and other similar items, if any. 

“Tax Agreement” means the Tax Agreement, dated as of May 15, 2005, by and among the Issuer, the 
Trustee, the Operator, and the Developer, and any permitted amendments thereto. 

 
“Tax Increment Payment” means the amount of the ad valorem property taxes levied and collected by 

the City for each calendar year on the captured appraised value of the Premises and the Hotel Project Improvements 
(but not any Residential Condominiums which may be constructed thereon or therein), where “captured appraised 
value” means the total appraised value of the Premises and the Hotel Project Improvements (but not any Residential 
Condominiums which may be constructed thereon or therein) for such year less the tax increment base and “tax 
increment base” means the appraised value of the Site as of the Effective Date. 

“Taxable Account of the Debt Service Fund” means the Account of such name in the Debt Service Fund 
created pursuant to the Indenture. 

“Taxable Account of the Debt Service Reserve Fund” means the Account of such name in the Debt 
Service Reserve Fund created pursuant to the Indenture. 

 
“Taxable Bonds” means the Taxable Series 2005B Bonds and any Refunding Bonds initially issued by the 

Issuer in which the interest thereon is intended not to be excludable from federal income taxation. 
 

“Taxable Series 2005B Bonds” means the City of San Antonio, Texas Convention Center Hotel Finance 
Corporation Contract Revenue Bonds, Taxable Series 2005B, initially issued and delivered in the aggregate 
principal amount of $78,215,000.  
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“Taxable Series 2005B Capitalized Interest Account” means the Account of such name in the Debt 
Service Fund created for the Series 2005B Bonds pursuant to the Indenture. 

“Taxable Series 2005B Costs of Issuance Account” means the Account of such name in the Construction 
Fund created for the Series 2005B Bonds pursuant to the Indenture. 

“Taxable Series 2005B Project Account” means the Account of such name in the Construction Fund 
created for the Series 2005B Bonds pursuant to the Indenture. 
 

“Tax-Exempt Account of the Debt Service Fund” means the Account of such name in the Debt Service 
Fund created pursuant to the Indenture. 

“Tax-Exempt Account of the Debt Service Reserve Fund” means the Account of such name in the Debt 
Service Reserve Fund created pursuant to the Indenture. 

 
“Tax-Exempt Bonds” means the Series 2005A Bonds and any Refunding Bonds initially issued by the 

Issuer in which the interest thereon is intended to be excludable from federal income taxation. 
 
“Technical Services Provider” means the Operator providing the services described in the Technical 

Services Agreement. 
 
“Temporary Certificate of Occupancy” means a certificate or certificates as applicable, issued by the 

City, that permit legal and beneficial occupancy, operation and use of the Project, without interruption, for each of 
its intended purposes, which certificate or certificates may be issued with or without qualifications so long as such 
qualifications will not prohibit, restrict or impair such occupancy, operation, or use. 

 
“Temporary Facilities” means those Improvements described under Temporary Facilities portion of the 

Hotel Project Improvements Specifications and to be constructed in accordance with the terms of the Project 
Agreement, all Improvements appurtenant thereto or comprising a part of any of the same and all appurtenances and 
amenities relating to any of the same, to be constructed in accordance with the terms of the Project Agreement. 

 
“Tenant” has the meaning given to it in the opening paragraph of the Ground Lease or any successor 

owner of the Leasehold Estate pursuant to the requirements of the Ground Lease or under a New Lease pursuant to 
the Ground Lease. 

 
“Tenant Default” has the meaning given to such term in the section “SECURITY AND SOURCES OF 

PAYMENT FOR THE SERIES 2005 BONDS – Ground Lease and License Agreement.” 
 

“Tenant Representative” means Ms. Laura Roe and as may be changed upon the conditions described in 
the Ground Lease. 

 
“Tenant's Notice of Project Financing” means the Notice to Landlord of the existence of the particular 

Permitted Project Financing and designating such Person as a Leasehold Mortgagee.  
 
“Tenant’s Remedial Work” means the Tenant’s responsibilities to perform or cause to be performed, and 

to pay the cost of performing, any and all removal, corrective or remedial actions (including all investigation, 
monitoring, etc.) required by applicable Governmental Rules with respect to any Environmental Event relating to the 
Premises or the Project Improvements or any Contaminated Materials or state historical or archeological landmarks 
(including any state archeological landmarks as such term is used in Chapter 191 of the Texas Natural Resource 
Code, or any successor statute thereto) at any time present during the Lease Term at, in, on or under the Premises, 
except to the extent of an Environmental Event relating to the Premises or the Project Improvements that is (i) 
caused directly by Landlord or its Related Parties, (ii) first occurred from and after the Lease Commencement Date, 
and (iii) was not caused by Tenant or its Related Parties.  
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“Tenant's Self-Help Rights” means the right, but not the obligation, of the Tenant, upon satisfaction of 

the requirements and conditions set forth in the Ground Lease, to take all commercially reasonable efforts and 
measures to remedy and cure a Landlord Failure. 

 
“Theatre” means the Lila Cockrell Theatre located upon the Adjacent Theatre Site on the Effective Date 

and any and all alterations, expansions, reconfigurations or replacements of the same and any and all other structures 
or improvements from time to time constructed or existing upon the Adjacent Theatre Site regardless of the use or 
purpose thereof. 

 
“Theatre Site Restrictions” has the meaning given to such term in the section “OPERATION OF THE 

HOTEL PROJECT – Theatre Site Restrictive Covenants.” 
 
“Theatre Site Restrictive Covenants” means that certain Theatre Site Restrictive Covenants executed by 

the City and dated as of the Effective Date encumbering the Adjacent Theatre Site with the Theatre Site Restrictions. 
 
“Threshold Escalator” means the sum of (i) 44% of the quotient of (a) the most current Employment 

Costs Index Total Compensation Private Industry determined and reported by the Bureau of Labor Statistics of the 
U.S. Department of Labor for such immediately preceding Lease Year divided by (b) the Employment Costs Index 
Total Compensation Private Industry determined and reported by the Bureau of Labor Statistics of the U.S. 
Department of Labor for 2005 and (ii) 56% of the quotient of (x) the Producer Price Index All Commodities Not 
Seasonally Adjusted determined and reported by the Bureau of Labor Statistics of the U.S. Department of Labor for 
such immediately preceding Lease Year, divided by (y) the Producer Price Index All Commodities Not Seasonally 
Adjusted determined and reported by the Bureau of Labor Statistics of the U.S. Department of Labor for 2005.  If at 
any time during the Lease Term any of the foregoing indices are no longer published or are otherwise unavailable, 
the Parties will mutually agree on a substitute index or indices that are comparable or substantially similar to the 
index or indices that are no longer available. 

 
“Title Company” means Independence Title Company as agent for First American Title Company of 

California. 

“Total Reimbursable Net Wage Cost Increase Amount” has the meaning given to such term in the 
section “CONSTRUCTION OF THE HOTEL PROJECT – Project Agreement.” 

 
“Transaction Documents” means, collectively, the Project Documents, Construction Documents, and the 

Financing Documents. 

“Transfer” has the meaning given to such term in the section “SECURITY AND SOURCES FOR 
PAYMENT OF THE SERIES 2005 BONDS – Ground Lease and License Agreement.” 
 

“Trust Estate” means the right, title and interest of the Issuer pledged to the Trustee pursuant to the 
granting clauses of the Indenture. 

 
“Trustee” means Wells Fargo Bank, N.A., a national banking association, which is authorized by law to 

accept and exercise the trust powers set forth in the Indenture, and its successors in trust and assigns. 
 
“Unassigned Rights” means the rights of the Issuer under  the Loan Agreement (relating to 

indemnification, payment of counsel fees and expenses, and the Issuer fees and expenses) and the rights of the Issuer 
to receive documentation and notices, to give or withhold consents in connection with the provisions of the 
Indenture or the Loan Agreement and the right to enforce any of the foregoing. 

 
“Uniform System” means the Uniform System of Accounts (9th Revised Edition) for the Lodging 

Industry as adopted by Institute of the American Hotel and Motel Association without exception. 
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“Utility Upgrade and Extension Costs” has the meaning given to such term in the Ground Lease. 
 
“Wage Cost Increase Report” means a full, written accounting report of the Demonstrated Net Wage 

Cost Increase, including (a) all levels of contractors and subcontractors (of any tier) for whom the Developer is 
claiming to have incurred a net wage cost increase due to the applicability of the Project Agreement, (b) reasonable 
documentary evidence sufficient for the City Representative to determine the amount of the Demonstrated Net Wage 
Cost Increase as of the date of such report and (c) the reports or summaries required by the next sentence.  Records 
will be prepared and kept in accordance with the General Conditions of the City Wage Rate Ordinance, and each 
Wage Cost Increase Report will contain reports required under the General Conditions of the City Wage Rate 
Ordinance or, if reasonably satisfactory to the City Representative, summaries thereof. 

“WARN” or “WARN Act” means the United States Worker Adjustment Retraining and Notification Act, 
together with any state and local laws, ordinances or regulations of similar import applicable to the Hotel, all as the 
same may have heretofore, or may hereafter, be amended. 

“Warranties” means all guarantees and warranties of Materials and Services furnished to or by the 
Design/Builder, or any Subcontractor, sub-Subcontractor, manufacturer, vendor or supplier and will be deemed to 
run for the benefit of the Owner, including, without limitation all such guaranties and warranties required to be 
provided pursuant to the Approved Plans and other Contract Documents. 

“Work” means (i) all materials, Systems, equipment, appliances and other installations intended to become 
a part of the Project pursuant to the Contract Documents and necessary to perform the Required Scope of the Project 
and to cause the Project to be Substantially Complete by the Latest Permitted Date of Substantial Completion and 
Finally Complete by the Latest Permitted Date of Final Completion in accordance with all Project Requirements 
(sometimes collectively referred to as “Materials”), (ii) all other materials, supplies, apparatus, implements, tools, 
equipment, sanitary facilities, inventories and other facilities not included in clause (i) above and necessary to 
perform the Required Scope of the Project and to cause the Project to be Substantially Complete by the Latest 
Permitted Date of Substantial Completion and Finally Complete by the Latest Permitted Date of Final Completion in 
accordance with all Project Requirements, (iii) all work, labor, services, supervision, coordination transportation, 
utilities, storage and other services (sometimes collectively referred to as “Services”) required to perform the 
Required Scope of the Project and to cause the Project to be Substantially Complete by the Latest Permitted Date of 
Substantial Completion and Finally Complete by the Latest Permitted Date of Final Completion in accordance with 
all Project Requirements, and (iv) all design and engineering services for the Project, including the preparation of all 
plans, drawings and specifications for the Project and all other services provided for under the Architect Agreement.  
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APPENDIX C – Book-Entry Only System 

This section describes how ownership of the Series 2005 Bonds is to be transferred and how the principal 
of, premium, if any, and interest on the Series 2005 Bonds are to be paid to and credited by The Depository Trust 
Company, New York, New York (“DTC”), while the Series 2005 Bonds are registered in its partnership nominee's 
name, Cede & Co.  The information in this section concerning DTC and the Book-Entry-Only System has been 
provided by DTC for use in disclosure documents such as this Official Statement.  The Issuer believes the source of 
such information to be reliable, but takes no responsibility for the accuracy or completeness thereof. 

DTC will act as securities depository for the securities (the “Series 2005 Bonds”).  The Series 2005 Bonds 
will be issued as fully-registered securities registered in the name of Cede & Co.  (DTC's partnership nominee) or 
such other name as may be requested by an authorized representative of DTC.  One fully-registered Security 
certificate will be issued for the Series 2005 Bonds, in the aggregate principal amount of such issue, and will be 
deposited with DTC.   

DTC, the world's largest depository, is a limited-purpose trust company organized under the New York 
Banking Law, a “banking organization” within the meaning of the New York Banking Law, a member of the 
Federal Reserve System, a “clearing corporation” within the meaning of the New York Uniform Commercial Code, 
and a “clearing agency” registered pursuant to the provisions of Section 17A of the Series 2005 Bonds Exchange 
Act of 1934.  DTC holds and provides asset servicing for over 2 million issues of U.S. and non-U.S. equity, 
corporate and municipal debt issues, and money market instrument from over 85 countries that DTC's participants 
(“Direct Participants”) deposit with DTC.  DTC also facilitates the post-trade settlement among Direct Participants 
of sales and other securities transactions in deposited securities through electronic computerized book-entry transfers 
and pledges between Direct Participants' accounts.  This eliminates the need for physical movement of securities 
certificates.  Direct Participants include both U.S. and non-U.S. securities brokers and dealers, banks, trust 
companies, clearing corporations, and certain other organizations.  DTC is a wholly-owned subsidiary of The 
Depository Trust & Clearing Corporation (“DTCC”).  DTCC, in turn, is owned by a number of Direct Participants 
of DTC and Members of the National Securities Clearing Corporation Government Securities Clearing Corporation, 
MBS Clearing Corporation, and Emerging Markets Clearing Corporation (NSCC, GSCC, MBSCC, and EMCC, also 
subsidiaries of DTCC), as well as by the New York Stock Exchange, Inc., the American Stock Exchange LLC, and 
the National Association of Securities Dealers, Inc.  Access to the DTC system is also available to others such as 
both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear 
through or maintain a custodial relationship with a Direct Participant, either directly or indirectly (“Indirect 
Participants”).  DTC has Standard & Poor's highest rating: AAA.  The DTC Rules applicable to its Participants are 
on file with the Securities and Exchange Commission.  More information about DTC can be found at 
www.dtcc.com. 

Purchases of Series 2005 Bonds under the DTC system must be made by or through Direct Participants, 
which will receive a credit for the Series 2005 Bonds on DTC's records.  The ownership interest of each actual 
purchaser of each Security (“Beneficial Owner”) is in turn to be recorded on the Direct and Indirect Participants' 
records.  Beneficial Owners will not receive written confirmation from DTC of their purchase.  Beneficial Owners 
are, however, expected to receive written confirmations providing details of the transaction, as well as periodic 
statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner entered into 
the transaction.  Transfers of ownership interests in the Series 2005 Bonds are to be accomplished by entries made 
on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners.  Beneficial Owners will not 
receive certificates representing their ownership interests in Series 2005 Bonds, except in the event that use of the 
book-entry system for the Series 2005 Bonds is discontinued. 

To facilitate subsequent transfers, all Series 2005 Bonds deposited by Direct Participants with DTC are 
registered in the name of DTC's partnership nominee, Cede & Co.  or such other name as may be requested by an 
authorized representative of DTC.  The deposit of Series 2005 Bonds with DTC and their registration in the name of 
Cede & Co.  or such other nominee do not effect any change in beneficial ownership.  DTC has no knowledge of the 
actual Beneficial Owners of the Series 2005 Bonds; DTC's records reflect only the identity of the Direct Participants 
to whose accounts such Series 2005 Bonds are credited, which may or may not be the Beneficial Owners.  The 
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their 
customers. 
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Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to 
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by 
arrangements among them, subject to any statutory or regulatory requirements as may be in effect from time to time. 

Redemption notices will be sent to DTC.  If less than all of the Series 2005 Bonds within an issue are being 
redeemed, DTC's practice is to determine by lot the amount of the interest of each Direct Participant in such issue to 
be redeemed. 

Neither DTC nor Cede & Co.  (nor such other DTC nominee) will consent or vote with respect to the Series 
2005 Bonds unless authorized by a Direct Participant in accordance with DTC's Procedures.  Under its usual 
procedures, DTC mails an Omnibus Proxy to the Issuer as soon as possible after the record date.  The Omnibus 
Proxy assigns Cede & Co.'s consenting or voting rights to those Direct Participants to whose accounts the Series 
2005 Bonds are credited on the record date (identified in a listing attached to the Omnibus Proxy). 

Redemption proceeds, distributions, and dividend payments on the Series 2005 Bonds will be made to Cede 
& Co., or such other nominee as may be requested by an authorized representative of DTC.  DTC's practice is to 
credit Direct Participants' accounts, upon DTC's receipt of funds and corresponding detail information from the 
Issuer or the Trustee on payable date in accordance with their respective holdings shown on DTC's records.  
Payments by Participants to Beneficial Owners will be governed by standing instructions and customary practices, 
as is the case with securities held for the accounts of customers in bearer form or registered in “street name,” and 
will be the responsibility of such Participant and not of DTC nor its nominee, the Trustee, or the Issuer, subject to 
any statutory or regulatory requirements as may be in effect from time to time.  Payment of redemption proceeds, 
distributions, and dividend payments to Cede & Co.  (or such other nominee as may be requested by an authorized 
representative of DTC) is the responsibility of the Issuer or the Trustee, disbursement of such payments to Direct 
Participants will be the responsibility of DTC, and disbursement of such payments to the Beneficial Owners will be 
the responsibility of Direct and Indirect Participants. 

DTC may discontinue providing its services as securities depository with respect to the Series 2005 Bonds 
at any time by giving reasonable notice to the Issuer or the Trustee.  Under such circumstances, in the event that a 
successor securities depository is not obtained, Bonds are required to be printed and delivered. 

The Issuer may decide to discontinue use of the system of book-entry-only transfers through DTC (or a 
successor securities depository).  In that event, Bonds will be printed and delivered to DTC. 

The information in this section concerning DTC and DTC's book-entry system has been obtained from 
sources that the Issuer believes to be reliable, but Issuer takes no responsibility for the accuracy thereof. 
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SSPPECIIMMENN
Ambac Assurance Corporation (Ambac), a Wisconsin stock insurance corporation, in consideration of the payment of the
premium and subject to the terms of this Policy, hereby agrees to pay to The Bank of New York, as trustee, or its successor (the
“Insurance Trustee”), for the benefit of the Holders, that portion of the principal of and interest on the above-described obligations
(the “Obligations”) which shall become Due for Payment but shall be unpaid by reason of Nonpayment by the Obligor.

Ambac will make such payments to the Insurance Trustee within one (1) business day following written notification to Ambac of
Nonpayment. Upon a Holder’s presentation and surrender to the Insurance Trustee of such unpaid Obligations or related coupons,
uncanceled and in bearer form and free of any adverse claim, the Insurance Trustee will disburse to the Holder the amount of
principal and interest which is then Due for Payment but is unpaid. Upon such disbursement, Ambac shall become the owner of
the surrendered Obligations and/or coupons and shall be fully subrogated to all of the Holder’s rights to payment thereon.

In cases where the Obligations are issued in registered form, the Insurance Trustee shall disburse principal to a Holder only upon
presentation and surrender to the Insurance Trustee of the unpaid Obligation, uncanceled and free of any adverse claim, together
with an instrument of assignment, in form satisfactory to Ambac and the Insurance Trustee duly executed by the Holder or such
Holder’s duly authorized representative, so as to permit ownership of such Obligation to be registered in the name of Ambac or its
nominee.  The Insurance Trustee shall disburse interest to a Holder of a registered Obligation only upon presentation to the
Insurance Trustee of proof that the claimant is the person entitled to the payment of interest on the Obligation and delivery to the
Insurance Trustee of an instrument of assignment, in form satisfactory to Ambac and the Insurance Trustee, duly executed by the
Holder or such Holder’s duly authorized representative, transferring to Ambac all rights under such Obligation to receive the
interest in respect of which the insurance disbursement was made. Ambac shall be subrogated to all of the Holders’ rights to
payment on registered Obligations to the extent of any insurance disbursements so made.

In the event that a trustee or paying agent for the Obligations has notice that any payment of principal of or interest on an
Obligation which has become Due for Payment and which is made to a Holder by or on behalf of the Obligor has been deemed a
preferential transfer and theretofore recovered from the Holder pursuant to the United States Bankruptcy Code in accordance with
a final, nonappealable order of a court of competent jurisdiction, such Holder will be entitled to payment from Ambac to the extent
of such recovery if sufficient funds are not otherwise available.

As used herein, the term “Holder” means any person other than (i) the Obligor or (ii) any person whose obligations constitute the
underlying security or source of payment for the Obligations who, at the time of Nonpayment, is the owner of an Obligation or of
a coupon relating to an Obligation. As used herein, “Due for Payment”, when referring to the principal of Obligations, is when
the scheduled maturity date or mandatory redemption date for the application of a required sinking fund installment has been
reached and does not refer to any earlier date on which payment is due by reason of call for redemption (other than by application
of required sinking fund installments), acceleration or other advancement of maturity; and, when referring to interest on the
Obligations, is when the scheduled date for payment of interest has been reached. As used herein, “Nonpayment” means the failure
of the Obligor to have provided sufficient funds to the trustee or paying agent for payment in full of all principal of and interest
on the Obligations which are Due for Payment.

This Policy is noncancelable. The premium on this Policy is not refundable for any reason, including payment of the Obligations
prior to maturity. This Policy does not insure against loss of any prepayment or other acceleration payment which at any time
may become due in respect of any Obligation, other than at the sole option of Ambac, nor against any risk other than Nonpayment.

In witness whereof, Ambac has caused this Policy to be affixed with a facsimile of its corporate seal and to be signed by its duly
authorized officers in facsimile to become effective as its original seal and signatures and binding upon Ambac by virtue of the
countersignature of its duly authorized representative.

Form No.: 2B-0012 (1/01)

THE BANK OF NEW YORK acknowledges that it has agreed 
to perform the duties of Insurance Trustee under this Policy.

President

Effective Date:

Secretary

Authorized Officer of Insurance Trustee

Ambac Assurance Corporation
One State Street Plaza, 15th Floor
New York, New York 10004
Telephone: (212) 668-0340

Obligor: Policy Number:

Obligations: Premium:

Financial Guaranty Insurance Policy

D-1

Authorized Representative
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MCCALL, PARKHURST & HORTON L.L.P.
700 N. St. Mary’s, Suite 1525 

San Antonio, Texas  78205

ESCAMILLA & PONECK, INC.
711 Navarro Street, Suite 100 

San Antonio, Texas  78205-1710

June __, 2005

$129,930,000
CITY OF SAN ANTONIO, TEXAS 

CONVENTION CENTER HOTEL FINANCE CORPORATION 
CONTRACT REVENUE EMPOWERMENT ZONE BONDS

SERIES 2005A

AS CO-BOND COUNSEL for the CITY OF SAN ANTONIO, TEXAS CONVENTION CENTER
HOTEL FINANCE CORPORATION (the "Issuer"), the issuer of the bonds described above (the
"Bonds"), we have examined into the legality and validity of the Bonds, which bear interest from
their date of issuance until their respective maturity or redemption at the rates described in the text
on the Bonds, and which mature and are subject to mandatory and optional redemption prior to
maturity in the manner, and under the terms and conditions, described in the text of the Bonds.

WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and
laws of the State of Texas, a transcript of certified proceedings of the Issuer, and other pertinent
instruments authorizing and relating to the issuance of the Bonds, including one of the executed
Bonds (Bond No. R-1); and we have examined various certificates and documents executed by
authorized representatives of HOTEL INVESTMENTS, L.P., a Delaware limited partnership (the
"Borrower"), and the opinion of Boyar & Miller, P.C., Houston, Texas, counsel to the Borrower,
upon which certificates, documents and opinion we rely as to certain matters stated below.

THE BONDS ARE ISSUED PURSUANT TO AND SECURED by an Indenture of  Trust,
dated as of May 15, 2005 (the "Indenture"), between the Issuer and WELLS FARGO BANK, N.A., as
Trustee (the "Trustee"), pursuant to which the Trustee is custodian of the Construction Fund, the
Debt Service Fund and certain other Funds and Accounts described therein and is obligated to
enforce the rights of the Issuer and the owners of the Bonds, and to perform other duties, in the
manner and under the conditions stated in the Indenture.

THE BONDS ARE ADDITIONALLY SECURED by a Loan Agreement, dated as of May
15, 2005 (the "Loan Agreement"), between the Issuer and the Borrower pursuant to which the
Borrower is obligated to pay "Loan Payments" (as defined in the Loan Agreement) to the Issuer
which shall be derived from the "Net Operating Revenues" (as defined in the Indenture) of the
convention center hotel being financed, in part, with proceeds of the Bonds (the "Hotel Project").



City of San Antonio, Texas Convention Center Hotel Finance Corporation 
   Contract Revenue Empowerment Zone Bonds, Series 2005A
June __, 2005
Page 2
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THE BONDS ARE ADDITIONALLY SECURED by an Economic Development
Agreement, dated as of May 15, 2005 (the "Economic Development Agreement"), between the
Issuer and the City of San Antonio, Texas (the "City") pursuant to which the City is obligated to
provide the Issuer with revenues the City derives from four sources of state hotel occupancy tax and
sales tax revenues and local hotel occupancy tax revenues (defined collectively therein as the "City
Tax Revenues", which are defined individually therein as the "Convention Center Hotel State HOT
Revenues", the "Convention Center Hotel State Sales Tax Revenues", the "Convention Center Hotel
Local 7% HOT Revenues", and the "Available 2% Expansion HOT Revenues") at certain times in
the event Net Operating Revenues of the Hotel Project are insufficient to pay scheduled principal
of and interest on the Bonds when due.

THE BONDS ARE ADDITIONALLY SECURED by a Leasehold Deed of Trust,
Assignment of Rents and Leases, Assignment of Contracts and Permits, Security Agreement, Fixture
Filing and Financing Statement, made as of the date hereof, by the Borrower in favor of the trustee
named thereunder for the benefit of the Issuer (the "Deed of Trust").  Counsel for the Borrower has
rendered its opinion with respect to the validity and enforceability of the Deed of Trust.  We express
no opinion with respect to the Deed of Trust.

BASED ON SUCH EXAMINATION, IT IS OUR OPINION that the Issuer is a nonprofit
corporation duly created by the City and validly incorporated, existing, and functioning under and
pursuant to the Subchapter D of Chapter 431, Texas Transportation Code, as amended, that the
resolution authorizing the issuance of the Bonds (the "Bond Resolution") has been duly and lawfully
adopted and constitutes a valid and binding obligation of the Issuer; and that the Bonds have been
authorized, issued, and delivered in accordance with law and constitute valid and legally binding
special limited revenue obligations of the Issuer, enforceable against the Issuer in accordance with
their terms, with the principal of and interest on the Bonds, and other payments with respect to the
Bonds, being payable from, and secured by a lien on and pledge of, the payments to be made or paid,
or caused to be made or paid, by the Borrower and the City to the Trustee pursuant to the Indenture,
the Loan Agreement and the Economic Development Agreement.

IT IS FURTHER OUR OPINION that the Indenture and the Loan Agreement have been
duly and lawfully authorized, executed, and delivered by the Issuer and are valid and binding
agreements of the Issuer enforceable against the Issuer in accordance with their respective terms and
conditions.  We are relying on the aforesaid opinion of counsel for the Borrower to the effect that
the Loan Agreement has been duly and lawfully authorized, executed and delivered by the
Borrower, and that the Loan Agreement is valid and binding upon the Borrower in accordance with
its terms and conditions.
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IT IS FURTHER OUR OPINION that the Economic Development Agreement has been
duly and lawfully authorized, executed, and delivered by the City and the Issuer and is a valid and
binding agreement of the City and the Issuer enforceable against the City and the Issuer in
accordance with its terms and conditions.  

THE OPINIONS HEREINBEFORE EXPRESSED are qualified to the extent that the
obligations of the Issuer, the City, the Borrower and the Trustee, and the enforceability thereof, with
respect to the Bonds, the Indenture, the Loan Agreement and the Economic Development Agreement
are subject to applicable bankruptcy, insolvency, reorganization, moratorium or similar laws relating
to or affecting creditors' rights generally.

THE OWNERS OF THE BONDS shall never have the right to demand payment thereof out
of any funds raised or to be raised by ad valorem taxation; and the Bonds and the interest thereon
are payable from the sources described in the Bond Resolution, the Indenture, the Loan Agreement
and the Economic Development Agreement and are not payable from any other funds or resources
of the Issuer; and the Bonds and the interest thereon do not constitute, and shall never be considered
as, obligations of the State of Texas, the City (other than to the extent provided in the Economic
Development Agreement), or any other political subdivision or agency of the State of Texas, or of
the Board of Directors of the Issuer, either individually or collectively.

THE ISSUER HAS RESERVED THE RIGHT to amend the Loan Agreement and the
Indenture as provided therein, and under some, but not all, circumstances, amendments thereto must
be approved by the owners of at least a majority in aggregate principal amount of the outstanding
Bonds and all other obligations issued on a parity therewith;  provided, however, as long as the
financial guaranty insurance policy provided by Ambac Assurance Corporation (the "Bond Insurer")
is in full force and effect, the Bond Insurer is authorized to exercise all directions and consents
reserved to the owners of the Bonds without the consent or further direction of the owners.

IT IS FURTHER OUR OPINION, except as discussed below, that the interest on the Bonds
is excludable from the gross income of the owners for federal income tax purposes under the
statutes, regulations, published rulings, and court decisions existing on the date of this opinion.  The
exceptions are as follows:

(1) interest on the Bonds will be includable in the gross income of the holder
during any period that such Bonds are held by either a "substantial user" of the facilities
financed or refinanced with the proceeds of the Bonds or a "related person" of such user, as
provided in section 147(a) of the Internal Revenue Code of 1986 (the "Code");
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(2) the interest on the Bonds will be included in as an item of tax preference in
determining the alternative minimum taxable income for purposes of the holder under
section 57(a)(5) of the Code; 

(3) the interest on the Bonds will be subject to the branch profits tax imposed on
foreign corporations by section 884 of the Code; and

(4) the interest on the Bonds will be included in passive investment income of
certain S corporations that may be subject to the tax imposed by section 1375 of the Code
on S corporations accumulated earnings and profits and excess passive investment income.

IN EXPRESSING THE AFOREMENTIONED OPINION, (a) we have relied on
information furnished by the Borrower, and particularly written representations of authorized
representatives of the Borrower, with respect to certain material facts which are solely within their
knowledge, relating to the Hotel Project being financed, in part, with the Bonds and the use and
investment of the proceeds of the Bonds, and (b) we have assumed continuing compliance by the
Issuer, the Borrower and Hyatt Corporation, as the initial operator of the Hotel Project, with certain
representations and covenants, including representations and covenants relating to the use and
investment of the proceeds of the Bonds and the use and operation of the Hotel Project.  We call
your attention to the fact that if the representations are determined to be incorrect or there is a failure
to comply with such covenants, interest on the Bonds may become includable in gross income
retroactively to the date of issuance of the Bonds.  The foregoing opinions represent our legal
judgment based upon a review of existing legal authorities that we deem relevant to render such
opinions and are not a guarantee of a result.

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal, state or local
tax consequences of acquiring, carrying, owning or disposing of the Bonds.  In particular, but not
by way of limitation, we express no opinion with respect to the federal, state or local tax
consequences arising from the enactment of any pending or future legislation.

OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change.  Such
opinions are further based on our knowledge of facts as of the date hereof.  We assume no duty to
update or supplement our opinions to reflect any facts or circumstances that may thereafter come
to our attention or to reflect any changes in any law that may thereafter occur or become effective.
Moreover, our opinions are not a guarantee of result and are not binding on the Internal Revenue
Service (the "Service"); rather, such opinions represent our legal judgment based upon our review
of existing law and in reliance upon the representations and covenants referenced above that we
deem relevant to such opinions.  The Service has an ongoing audit program to determine compliance
with rules that relate to whether interest on state or local obligations is includable in gross income
for federal income tax purposes.  No assurance can be given whether or not the Service will
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commence an audit of the Bonds.  If an audit is commenced, in accordance with its current published
procedures the Service is likely to treat the Issuer as the taxpayer.  We observe that the Issuer, the
City and the Borrower have covenanted not to take any action, or omit to take any action within their
control, that if taken or omitted, respectively, may result in the treatment of interest on the Bonds
as includable in gross income for federal income tax purposes.

OUR SOLE ENGAGEMENT in connection with the issuance of the Bonds is as Co-Bond
Counsel for the Issuer, and in that capacity we have been engaged by the Issuer for the sole purpose
of rendering an opinion with respect to the legality and validity of the Issuer, the Bond Resolution,
the Bonds, the Indenture, the Loan Agreement and the Economic Development Agreement under
the Constitution and laws of the State of Texas, and with respect to the exclusion from gross income
of the interest on the Bonds for federal income tax purposes, and for no other reason or purpose.
The foregoing opinions represent our legal judgment based upon a review of existing legal
authorities that we deem relevant to render such opinions and are not a guarantee of a result. We
express no opinion and make no comment with respect to the marketability of the Bonds and have
relied solely on certificates executed by officials of the Issuer, the City, the Borrower, and third-
party consultants as to the anticipated availability and sufficiency of monies available for the
payment of the Bonds.  Our role in connection with the Issuer's Official Statement prepared for use
in connection with the sale of the Bonds has been limited as described therein.

Respectfully,
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$78,215,000
CITY OF SAN ANTONIO, TEXAS 

CONVENTION CENTER HOTEL FINANCE CORPORATION 
CONTRACT REVENUE BONDS

TAXABLE SERIES 2005B

AS CO-BOND COUNSEL for the CITY OF SAN ANTONIO, TEXAS CONVENTION CENTER
HOTEL FINANCE CORPORATION (the "Issuer"), the issuer of the bonds described above (the
"Bonds"), we have examined into the legality and validity of the Bonds, which bear interest from
their date of issuance until their respective maturity or redemption at the rates described in the text
on the Bonds, and which mature and are subject to mandatory and optional redemption prior to
maturity in the manner, and under the terms and conditions, described in the text of the Bonds.

WE HAVE EXAMINED the applicable and pertinent provisions of the Constitution and
laws of the State of Texas, a transcript of certified proceedings of the Issuer, and other pertinent
instruments authorizing and relating to the issuance of the Bonds, including one of the executed
Bonds (Bond No. R-1); and we have examined various certificates and documents executed by
authorized representatives of HOTEL INVESTMENTS, L.P., a Delaware limited partnership (the
"Borrower"), and the opinion of Boyar & Miller, P.C., Houston, Texas, counsel to the Borrower,
upon which certificates, documents and opinion we rely as to certain matters stated below.

THE BONDS ARE ISSUED PURSUANT TO AND SECURED by an Indenture of  Trust,
dated as of May 15, 2005 (the "Indenture"), between the Issuer and WELLS FARGO BANK, N.A., as
Trustee (the "Trustee"), pursuant to which the Trustee is custodian of the Construction Fund, the
Debt Service Fund and certain other Funds and Accounts described therein and is obligated to
enforce the rights of the Issuer and the owners of the Bonds, and to perform other duties, in the
manner and under the conditions stated in the Indenture.

THE BONDS ARE ADDITIONALLY SECURED by a Loan Agreement, dated as of May
15, 2005 (the "Loan Agreement"), between the Issuer and the Borrower pursuant to which the
Borrower is obligated to pay "Loan Payments" (as defined in the Loan Agreement) to the Issuer
which shall be derived from the "Net Operating Revenues" (as defined in the Indenture) of the
convention center hotel being financed, in part, with proceeds of the Bonds (the "Hotel Project").
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THE BONDS ARE ADDITIONALLY SECURED by an Economic Development
Agreement, dated as of May 15, 2005 (the "Economic Development Agreement"), between the
Issuer and the City of San Antonio, Texas (the "City") pursuant to which the City is obligated to
provide the Issuer with revenues the City derives from four sources of state hotel occupancy tax and
sales tax revenues and local hotel occupancy tax revenues (defined collectively therein as the "City
Tax Revenues", which are defined individually therein as the "Convention Center Hotel State HOT
Revenues", the "Convention Center Hotel State Sales Tax Revenues", the "Convention Center Hotel
Local 7% HOT Revenues", and the "Available 2% Expansion HOT Revenues") at certain times in
the event Net Operating Revenues of the Hotel Project are insufficient to pay scheduled principal
of and interest on the Bonds when due.

THE BONDS ARE ADDITIONALLY SECURED by a Leasehold Deed of Trust,
Assignment of Rents and Leases, Assignment of Contracts and Permits, Security Agreement, Fixture
Filing and Financing Statement, made as of the date hereof, by the Borrower in favor of the trustee
named thereunder for the benefit of the Issuer (the "Deed of Trust").  Counsel for the Borrower has
rendered its opinion with respect to the validity and enforceability of the Deed of Trust.  We express
no opinion with respect to the Deed of Trust.

BASED ON SUCH EXAMINATION, IT IS OUR OPINION that the Issuer is a nonprofit
corporation duly created by the City and validly incorporated, existing, and functioning under and
pursuant to the Subchapter D of Chapter 431, Texas Transportation Code, as amended, that the
resolution authorizing the issuance of the Bonds (the "Bond Resolution") has been duly and lawfully
adopted and constitutes a valid and binding obligation of the Issuer; and that the Bonds have been
authorized, issued, and delivered in accordance with law and constitute valid and legally binding
special limited revenue obligations of the Issuer, enforceable against the Issuer in accordance with
their terms, with the principal of, redemption premium, if any, and interest on the Bonds, and other
payments with respect to the Bonds, being payable from, and secured by a lien on and pledge of, the
payments to be made or paid, or caused to be made or paid, by the Borrower and the City to the
Trustee pursuant to the Indenture, the Loan Agreement and the Economic Development Agreement.

IT IS FURTHER OUR OPINION that the Indenture and the Loan Agreement have been
duly and lawfully authorized, executed, and delivered by the Issuer and are valid and binding
agreements of the Issuer enforceable against the Issuer in accordance with their respective terms and
conditions.  We are relying on the aforesaid opinion of counsel for the Borrower to the effect that
the Loan Agreement has been duly and lawfully authorized, executed and delivered by the
Borrower, and that the Loan Agreement is valid and binding upon the Borrower in accordance with
its terms and conditions.
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IT IS FURTHER OUR OPINION that the Economic Development Agreement has been
duly and lawfully authorized, executed, and delivered by the City and the Issuer and is a valid and
binding agreement of the City and the Issuer enforceable against the City and the Issuer in
accordance with its terms and conditions.  

THE OPINIONS HEREINBEFORE EXPRESSED are qualified to the extent that the
obligations of the Issuer, the City, the Borrower and the Trustee, and the enforceability thereof, with
respect to the Bonds, the Indenture, the Loan Agreement and the Economic Development Agreement
are subject to applicable bankruptcy, insolvency, reorganization, moratorium or similar laws relating
to or affecting creditors' rights generally.

THE OWNERS OF THE BONDS shall never have the right to demand payment thereof out
of any funds raised or to be raised by ad valorem taxation; and the Bonds and the interest thereon
are payable from the sources described in the Bond Resolution, the Indenture, the Loan Agreement
and the Economic Development Agreement and are not payable from any other funds or resources
of the Issuer; and the Bonds and the interest thereon do not constitute, and shall never be considered
as, obligations of the State of Texas, the City (other than to the extent provided in the Economic
Development Agreement), or any other political subdivision or agency of the State of Texas, or of
the Board of Directors of the Issuer, either individually or collectively.

THE ISSUER HAS RESERVED THE RIGHT to amend the Loan Agreement and the
Indenture as provided therein, and under some, but not all, circumstances, amendments thereto must
be approved by the owners of at least a majority in aggregate principal amount of the outstanding
Bonds and all other obligations issued on a parity therewith;  provided, however, as long as the
financial guaranty insurance policy provided by Ambac Assurance Corporation (the "Bond Insurer")
is in full force and effect, the Bond Insurer is authorized to exercise all directions and consents
reserved to the owners of the Bonds without the consent or further direction of the owners.

IT IS FURTHER OUR OPINION that the Bonds are not obligations described in section
103(a) of the Internal Revenue Code of 1986, as amended, and, therefore, interest on the Bonds is
includable in gross income for federal income tax purposes under the statues, regulations, published
rulings, and court decisions existing on the date of this opinion.

EXCEPT AS STATED ABOVE, we express no opinion as to any other federal, state or local
tax consequences of acquiring, carrying, owning or disposing of the Bonds.  In particular, but not
by way of limitation, we express no opinion with respect to the federal, state or local tax
consequences arising from the enactment of any pending or future legislation.
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OUR OPINIONS ARE BASED ON EXISTING LAW, which is subject to change.  Such
opinions are further based on our knowledge of facts as of the date hereof.  We assume no duty to
update or supplement our opinions to reflect any facts or circumstances that may thereafter come
to our attention or to reflect any changes in any law that may thereafter occur or become effective.

OUR SOLE ENGAGEMENT in connection with the issuance of the Bonds is as Co-Bond
Counsel for the Issuer, and in that capacity we have been engaged by the Issuer for the sole purpose
of rendering an opinion with respect to the legality and validity of the Issuer, the Bond Resolution,
the Bonds, the Indenture, the Loan Agreement and the Economic Development Agreement under
the Constitution and laws of the State of Texas, and for no other reason or purpose.  The foregoing
opinions represent our legal judgment based upon a review of existing legal authorities that we deem
relevant to render such opinions and are not a guarantee of a result.  We express no opinion and
make no comment with respect to the marketability of the Bonds and have relied solely on
certificates executed by officials of the Issuer, the City, the Borrower, and third-party consultants
as to the anticipated availability and sufficiency of monies available for the payment of the Bonds.
Our role in connection with the Issuer's Official Statement prepared for use in connection with the
sale of the Bonds has been limited as described therein.  

Respectfully,
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